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ARMENIA Perhaps you are driven by a genetic fear of Turkey? Is there 

CP First Secretary on Armenia's Political, tude toward Rusia? x 
on 

Economic Situation [Badalyan) No, and no again. I cannot be accused of an 

944K0645A Moscow PRAVDA in Russian 1 Feb 94? 2 —_anti-Muslixn attitude. Moreover, | understand the Azeris. 


[Interview with Badalyan, first secretary of the 
Central Committee of the Communist Party of Armenia, by 
Valentina Nikiforova; place and date not given: “There Are 
Different ‘Wonders’ Now in Armenia: The Commuuist 
Party's Phases of Coming of Age”’} 

[Text] J had not seen Sergey Grigoryevich Badalyan, first 
secretary of the Central Committee of the Communist Party 
of Armenia, for half a year. Not all that long, but how the 
man has changed! A lively and witty in the past, he 
and cutting. 


more acutely than others the trouble over Russia 
as well, but you do not have such a perception!” he said 


and Ukraine. Nonsense! Russia either may stay as it was 
when it was called the Soviet Union, or it will shrink like 
shagreen leather to the borders of the Moscow principality. 


[Nikiforova] This is a serious problem, requiring careful 
thought and sensitivity. Let us put it straight, though: 


] That is what it was. The Communist Party is 
The draft of the constitution prepared by th 


privatization 
and that the Communist Party will continue to fight for the 
restoration and strengthening of a socialist economy in the 


[Nikiforova} This statement undoubtedly will play its role. 
But if a party is not in power, let us be honest, its ability to 
influence the outcome of state issues is small. 

[Badalyan] This is our pain. But here is what we are certain 
of: No one party can currently pull the republic out of the 


eggs or a glass of kerosene. Electricity :s turned on for half 
an hour a day, and even then not every day. The main 
nutrition staple is bread, but it is rationed at 350 grams a 
day per person. In Armenia, the first among the Soviet 
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republics that began privatization of the land, with our 
dearth of land, where each square meter is worth its weight 
in gold, half of it is not cultivated! Ia some regions people 
say: They did not give land to the farmers—they buried the 
farmers in it. And when our prime minister pontificates 
that this is the highest achievement, that by this we have 
“rooted out the foundations for the restoration of this 
disgusting socialism,” people do not even laugh anymore. 
Where they used to grow 40 quintals of grain per hectare of 
kolkhoz-so vkhoz land, the tired farmer now gathers two or 
three—less than he had sown. So much effort has been 
expended to berate the broad integration of the republic 
economy, and what do we have as a result? In Ararat 
valley, farmers are chopping down the best vines and 
sowing wheat so that they can feed their families! But 
famine will soon reach the countryside, too. Prosperous 
Yerevan is turning into a cemetery of a city, where bright 
— are burning in only one building—the American 
mbassy. 


[Nikiforova] I saw a brief report recently that oil and gas 
have been found in Armenia. Perhaps this will save it? 


[{Dadalyan] This still has to be verified, because thi. report 
came out right after the one on reactivating the nuclear 
power station, which is being done by Russia. The Amer- 
icans cannot fail to notice that the queue at their embassy 
is much shorter than the one at the Russian Embassy, 
although this does not make us happy either. Eighty-five 
percent of the population support a restoration of the 
closest possible union with Russia. We, Communists, have 
all the grounds to maintain that the road chosen by 
Armenian Bolsheviks at the beginning of 1920's was the 
correct one. Now the anti-Communists, too, are 
denouncing the missionaries and admitting that they did 
not at all want the Soviet Union to disintegrate. Therefore, 
interest in Russia, in the Comraunist Party of the Russian 
Federation, is growing now. Its success in the elections was 
cheered as if it were our own. You will not believe it, but 
people here followed the Communists’ campaign. They 
discussed not only what the candidates said but how, for 
instance, Gennadiy Zyuganov looked. They would get 
upset if it suddenly appeared that he was not answering his 
opponents as convincingly as he could. They grieved 
because during the October events the opposing side was 
able to outwit and deceive the defenders of the constitu- 
tion. When we learned of the upcoming plenum of the 
Central Executive Committee of the Communist Party of 
the Russian Fedcration, the bureau decided that we had to 
attend, although we did not have any money. We found 
some, with difficulty. We have the same kind of work 
ahead of us, and therefore the experience of our Russian 
comrades is very valuable for us. 


[Nikiforova] Sergey Grigoryevich, how are your current 
work conditions? 

[Badalyan] Very difficult. But I am already used to it. The 
constant sense of danger—I travel to regions where 
shooting goes on from time to time. I always find friends to 
go with me. But I cannot step down. I only ask my 
comrades: If anything happens to me, please do not forget 
my family. 
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[Nikiforova} Has the party organization increased over the 
past year? 


{Badalye a] There has been some increase, although not as 
significant as we would want. Of 48 city and rayon 
committees, 36 have been restored; the rest are in border 
areas where military operations are going on. 


[Nikiforova] In the past, the foundation of the party were 
the workers. Does the Communist Party of Armenia have 
any plans to increase it’ work in production collectives? 


[Badalyan] We have plans. It is opportunities that we are 
short on. Many enterprises—95 percent of them—are 
dened, thet we taane Gait Gon citgation fo toanmsion bes. to 
Leninakan, for instance, there is now talk about strikes. 


tomorrow. Now the workers have lost all of it! 


The Communists wrote in their draft of the constitution 
that we support all-people’s state property and social 
guarantees that only socialism can ensure. And the mech- 
anism for implementation of this are the soviets. People 
remember this and see where the rejection of socialism has 
brought us. You know, I remember the words of the great 
writer and artist Rockwell Kent. When he was asked 
“Where is the most wondrous place?” he replied: “Go to 
Armenia!” He was speaking of Soviet Armenia! Today all 
one can see in Armenia is the ruin and pain hrought upon 
us by pseudu-democrats. President Levon Ter-Petrosyan 
reassures us: The people agree, he says, 
silent. A dangerous delusion! I am afraid that the silence 
may lead to a terrible social explosion. ps a fhe 
demand: Surrender your authority; do not push the people 
to the brink of tragedy. The fateful question has already 
been raised in the parliament: “Can the state finally take 


prices, 
“Yes, it can,” said the prime minister, “but this will be a 
Communist government.” 


And he is right. I want to hope that we will be able to repeat 
Rockwell Kent's wonderful phrase in the near future. 


Former KGB Alleged To Have Killed Armenia’s 
KGB Chief 

944K0645B Moscow NEZAVISIMAYA GAZETA 

in Russian 26 Jan 94 p 3 


{Report by Armen Khanbabyan under the rubric “Arme- 
nia”: “Who Killed the Former Chairman of the Republic 
KGB: Minister of Internal Affairs Accuses Lubyanka”) 


[Text] Armenian Minister of Internal Affairs Vano Sirag- 
edyan held a press conference on 25 January. In particular, 
in answering the question as to what he thinks about the 
recent elimination of the State National Security Admin- 
istration of Armenia and fundamental reorganization of 
the special services, Vano Siragedyan said that overall this 
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is a positive development and emphasized that as a result 
of such a reorganization perhaps a serious investigation 
will be opened into the case of the murder last year of the 
former chairman of the Armenian KGB, General Marius 
Yuzbashyan, and of a number of crimes committed in 
similar style. Vano Siragedyan did not rule out that Gen- 
eral Yuzbashyan had been eliminated by specialists of the 
former USSR KGB, since this crime was organized very 
professionally. For instance, the general was killed with 
one shot, but several spent cartridges were left at the scene 
of the crime in order to confuse the real picture of the 
crime. According to Siragedyan, Yuzbashyan knew quite a 
bit about the period when the processes that eventually led 
to the current situation around Nagorno-Karabakh were 
still at the inception stage. He knew who was acting and 
how, and for this reason alone could become an undesir- 
able and stand in the way of certain forces in Moscow. 
In addition, the Armenian minister of internai affairs 
dwelled on the accusations leveled against him by a 
well-known Moscow businessman, Serzh Dzhilavyan. Let 
us recall that Dzhilavyan recently accused Vano Sirage- 
dyan of allegedly wanting to organize his assassination. 
Siragedyan, in turn, remarked that he has no intention of 
responding to such accusations, because doing so would 
mean making a sort of political figure out of a complete 
nonentity, which is what, in the minister’s opi ‘on, the 
Moscow businessman is. At the same time, Siragedyan 
said: “By making these sort of statements and accusations 
the Moscow businessman has committed a very serious 
mistake. Sooner or later he will be killed, either by credi- 
tors or by mafiosi which make up this man’s circle. 
Nobody in Russia, however, will look for them or investi- 
gate the matter,” said the minister, “because Dzhilavyan 
himself has already pointed in the direction of the so-called 
Armenian trail. After that, it is unlikely that anybody 
would seriously look into his case when Dzhilavyan is 
indeed killed by mafiosi.” 


AZERBAIJAN 
Aliyev Accuses Opposition Press of ‘Slander 
Campaign’ 


944K0618A Baku BAKINSKIY RABOCHIY in Russian 
23 Nov 93 p 3 


'Statement of the Press Office of the President of the 
Azerbaijan Republic”) 

[Text] Opposition newspapers have recently mounted a 
wide-ranging campaign of slander, tittle-tattle, and insults, 
publishing material full of unsubstantiated accusations. 
Ignoring or observing with reluctance the principles of 
democracy and violating legal and ethic standards in every 
possible way, the opposition newspapers are by their 
mendacious and trashy articles engendering among people 
a decadent mood and seriously damaging the on-going 
work on the organization of military mobilization. 


One of these newspapers—-525TH GAZETA—which, 
divorced from reality completely, aims at sowing panic 
and fear among the populace and forcing people living in 
the border areas to abandon their homes. In the 20 
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November issue 525TH GAZETA writes: “The fate of the 
other districts awaits y, Terterskiy, Bar- 
dinskiy, Beylyaganskiy, Gyandzhinskiy, Khanlarskiy, 
Gazakhskiy, and Tovuzskiy Rayons.” The newspaper goes 
on to report some mass exterminations, appalling dangers, 
earthquakes, and unknown diseases that will come 
crashing down on people. 


The intentions of 525TH GAZETA, which fills the pages 
of the publication with rumors and information totally 
unsupported by any facts, are clear. Could there be a 
greater provocation in a country with more than a million 
refugees, in a country with devastated cities and villages? 
What name can we give attempts to incite people to leave 
duiir teamnas ened caulk Gum Gltnaal Gould tease te ty 
greater treachery? 


It is well known what forces are behind 525TH GAZETA, 
which is filling its pages with rumors and giving itself over 
to verbal rhetoric, in the race for a sensation sacrificing 
such eternal concepts as “Motherland” and “Land.” In 
order to seize power these forces are espousing the ugliest 
propaganda methods. 

At a meeting with leaders of political parties Geydar 
Aliyev, president of the Azerbaijan that publicly 
exposed the dirty intentions of the opposition papers and 
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the people, who have risen to the defense of their land. 


Everyone should now be serving this main goal and calling 
on the people by intelligent and truthful words for unity. 


newspapers, including 525TH GAZETA. 


Censorship of Azerbaijani Press Continues 
944K0662A Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 28 Jan 94 p 3 


[Article by Eldar Zeyna: The Blank Spots Where Material 
Was Removed: A Few Words on the Free Press in Azer- 
baijan“} 


[Text] If one talks about Azerbaijan as an independent 
state, it is first and foremost a republic that is independent 
of the standards of an independent state. 

In the third year of Azerbaijan's “independent” existence, 
there is no new constitution, no law on citizenship (all the 
rest of the laws written for Azerbaijan’s citizens are, as a 
result, turning into a code) and no passport. It has no 
legitimate parliament (the National Assembly is func- 
tioning instead, with a five-fold smaller staff) and only in 
the sixth year of the war did it begin to build a regular 
army. Is it any wonder, after this, that the activity of 
censorship—that age-old scourge of the “fourth power” — 
is not regulated by legislation? 
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No, though of course, some National Assembly acts about 
censorship do exist. For example, in the autumn of 1992, 
the “Law on Mass Information Media” was passed, and 
one of its points is direct prohibition of censorship of the 
press (the explanation of relations with the state 

the court is proposed). For some time after this, the role of 
censor was played by Iskender Gamidov, the indefatigable 
minister of Internal Affairs, who would pace up and down 
the editorial offices and, with his own hands, beat up the 
editors of news that had wronged the People’s Front 
(ZERKALO, AYDYNLYG, ISTIGLAL). 


By 2 April 1993, however, the government, without 
beating about the bush, had introduced a state of emer- 
gency and reinstated political and military censorship. In 
this period the publication of the newspapers ISTIGLAL, 
SABAKH and GYZYLBASH was shut down, and the type 
pages of the opposition newspapers were “adorned” with 
the blank spaces left from the material that had been cut. 


On the whole, the shift in power in June 1993 had no effect 
on the situation: censorship was retained all the same (the 
new powers thoughtfully extended the state of emergency 
introduced by their predecessors), it was just that the group 
of “lads for flogging,” in which the former pro-government 
newspapers found themselves, was changed. The case is 
recalled, for example, when, last summer, a piece was 
removed from the reprinted newspaper AZADLYG, and 
from some reference book for the biography of Geydar 
Aliyev, at that time speaker of parliament (now the presi- 
dent). The piece periained to his former chairmanship in 
the KGB and membership in the CPSU Central Com- 
mittee Politburo. A whole chunk of his life was removed 
> incidentally, did not overly burden Aliyev him- 
self). 


Then not long ago, in January, a few paragraphs from S. 
Talbott’s September report before the United States 


Senate Foreign Affairs Committee, with an account of that 
country’s official position on the change of power in 
Azerbaijan, were removed from the ISTI- 
GLAL. It took this newspaper two months of battling with 
the censorship and an appeal of the “Helsinki be gong 
G. Aliyev, for the “Amnesty International” report on 

state of human rights in Azerbaijan in 1992 atscmee 
through. 


The thing is, censorship is constructed according to the old 
Soviet model of “inside-out glasnost”: let the whole world 
know, but just don’t corrupt the domestic reader. Censor- 
ship can be understood in some places: after all, there is so 
far no law on censorship which would regulate its relations 
with the press and the government, and no list of the state 
and military secrets which formerly existed in almost every 
state office. One has to work in the old way, primarily 
aimed at not offending the “first person” of the state in any 
way. 


The situation did not change with the September canceling 
of the state of emergency, along with political (but not 
military) censorship, nor with the December passage by 
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the National Assembly, in response to the grumbling of the 
press, of a special decree forbidding politicians to engage 
in censorship. 


The only innovation is a particularly feeble one forbidding 
left from the 
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independent press. 
government's counteracting of this liberalization is 
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with metal plates, paper and the rest of the things necessary 
for printing, 95 percent located in another sovereign state 
(Russia), with which bank and transport relations are 
complicated. 


All the newspapers of Azerbaijan are now in debt, except 


certain political group without being afraid that the road to 
normal activity will be cut off to them, in Azerbaijan this 
is fraught with major troubles. So it is not by chance that 
Etibar Mamedov, , chairman of the National Independence 


If one considers the fact that AZADLYG, the newspaper of 
the People’s Front, at the time when the PFA [People’s 
Front of Azerbaijan] was in power, managed not only to 


ing” with respect to the press which 
is independent of the government (and the ruling party). 
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Concentrating censorship and the press media in the same 
hands and persistently expressing, in the pro-government 
press, the idea that “a state at war docs not need hundreds 
of newspapers’ —all that cannot help but put one on guard. 


The striving for monopoly over the printed word is not the 
casual whim of a certain specific ruler, but the expression 
of the striving of a pleiad of “fathers of the nation,” 

ng each other in Azerbaijan, toward political 
monopoly (it is not by chance that they call the press the 
“fourth power”). The press is an irritant, damaging the 
false democratic image of the government, and at the same 
time it is very vulnerable, particularly in a post-totalitarian 
state such as Azerbaijan. The treatment of the mass 
information media may therefore be regarded as a barom- 


eter of the moods of any specific government. 


These are the abc’s, and therefore, when the West, which 
has tantalized us with the ts of its democracy for 
dozens of years, is now ignoring the obvious 
anti-democratic trends in the attitude of a certain specific 
government of Azerbaijan toward the press, ascribing this 
sometimes to the war and sometime: to the infancy of our 
democracy, I am inclined to regard it as assumed naivete. 
Well, the government of the People’s Front cannot be 
national and democratic if its minister beats up journalists, 
and the president, in response to the complaints, promises 
to add to this with the help of the court! 

The smell of the Caspian oil, which both regimes promised 
the West, has clearly dispelled its feeling for the recur- 
rences of totalitarianism. But really, from whom can we 
ask and expect help, if not from the West? Several Western 
petroleum companies have representatives in the republic, 
but not a single department of democratic funds or insti- 
tutions, which in itself shows the direction of the West’s 
interests. 

In this connection, the story comes to mind of one of the 
American presidents who reconciled himself to the arbitrary 
rule of a Latin American dictator, because he was “his own 
son of a bitch.” The United States had no fewer problems 
with this country (Nicaragua) because of this approach, and 
in the end a revolution broke out, and this error in reck- 
onii*g will echo for a long time. So is it not simpler (and 
chea yer, in the long run) to develop democracy in Azerba- 
ijan instead of implanting “our own” dictators? 


‘Third C * Forces’ Involvement in 
Nagorno- on Rise 

944K0643A Moscow NEZAVISIMAYA GAZETA 
in Russian 15 Jan 94 p 3 


[Article by Liana Minasyan: “The Number of ‘Third 
Forces’ Participating in the Conflict Is Increasing; Azerba- 
ijan Is Using the Negotiations for Maneuvering”) 

[Text] Every new outbreak of battles in Nagorno-Karabakh 
demonstrates that the number of “third forces” partici- 
pating in the conflict is increasing. And this is natural, 
inasmuch as the authorities of Azerbaijan who successively 
replaced each other, given the outward dissimilarity of 
their political form, differed very little in their attitude 
toward the Karabakh problem, adhering to one logic—war. 
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national idea and, consequently, a supporter of the cre- 
ation of a national army. He organize an offensive, after 
promising in one of his interviews to resolve the problem 
in a year—and Aliyev repeated the very same 
words in January of this year. He returned to the use of the 
idea that it was impossible to gain a victory in war with 
one’s own forces. But as a more flexible politician in the 
line of his predecessors, he actively used peaceful rhetoric. 
Although the first negotiations by his representatives on 
So shal te cider eal Ge eee 
the end of the summer and the beginni 1g of , 
when Aliyev still claimed that he should t scome president 
first and then engage in peaceful negotiations. 

The present offensive was being readied since July, but it 
started in December, when Azerbaijan considered that 
wae Oe ane ee Ge Sep ones eee 
nition was from Russia, all produced in 1993— 
Aliyev took advantage of his contacts with brass hats and 
the generally indefinite situation in Russia. Negotiations 
were held about the mercenaries—both Afghan and Rus- 
sian—and time was needed for all of this. Turkish instruc- 


While the Russian plan for settlement and the CSCE plan 
pating in the negotiations, maneuvered, and when it was 
necessary ignored them in order to avoid a determinant 
and far-reaching decision. It needed a victory more than it 
needed negotiations, inasmuch as the initial position for 
the start of political bargaining was less than advanta- 


Azerbaijan tried to use the potential support of Iran, 
Turkey, and Russia, showing that it was in their 
contradictory, however, interests. NEZAVISIMAYA 
GAZETA has already written about the facts of the partic- 
ipation of Afghan mujahidin in combat operations on its 
side. Documents, whose originals were transferred to the 
editorial office, were found on dead Afghans on the 
battlefield. In particular, a list of personnel of one of the 
subunits of the training center in Gyandzh consists only of 
mujahidin. Here are names: Abdurrazak Mukhamatrasul, 


Mirrakhman, Khanshirin, [ 
ated] and others. As follows from the September informa- 
tion report on the military-political situation in the region 
by the commander of military unit No. 160, Lieutenant 
Colonel Lyatifov, in which Afghans are fighting, “the 
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open—otherwise * threat emerges for all 
particularly for Armenia. The threat is associated with the 
participation of ‘hird-country servicemen in a local con- 
flict on the terrivory of Azerbaijan —which is one of the 
members of the C!S. 


“Considering the complicated situation on the Afghan- 
Tajik border, on whose different sides a combined CIS 
contingent and thuse mujebidin are deployed, this fact 
looks even more ambiguous and requires clarification. As 
does Aliyev’s persistent reluctance to protect his outer 
border witn Iran. If an agreement should be written that 
the Russian border troops of the combined CIS contingent 
is to take control of the border, the Karabakh authorities 
are prepared to release these territories—they have repeat- 
edly declared that they do not plan to retain these lands. In 
the context of peaceful negotiations, the question of sta- 


i 


i Russian border troops along this line can become 
one of the most important. 
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“We have information that makes it possible to reach 
conclusions, in particular, about the fact that the Iranian 


however, they are only recollections. There is no return to 
the past, as there is no road to which, in fact, has 
also not existed for several . 

We turn in the direction of the headquarters of the Agdam 
brigade. Regular buses taken off routes for soldiers’ trans- 
on Ge te ee ee ee 
ment will join the battle. The column of the battalion 
medical station, which has thundered past us in the direc- 
a The buses remind us of 

ty 

In the barracks of the Agdam brigade, officers sleep on the 
floor and soldiers have forgotten what bed linen and 
blankets are. After a meager supper in the soldiers’ mess 
one does not want to think about anything else but sleep 
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journalists, would be in a bad way. Later soldiers tried to 
determine who fired more accurately. The most accurate 
— launcher operator can expect a reward of 2 million 
ru 


What even the youngest cannot be denied is the desire to 
win. However, desire alone is not enough. “It is easy to be 
killed and this is by no means always heroism,” says a 
young lieutenant—a battalion commander. “A soldier 
deserves more glory if he wins and remains alive.” He did 
not want to remember how a unit of the second battalion 
tried to leave the position during the attack. The com- 
mander stopped them with shots into the air. 


Soldiers are killed not only in combat. Quite recently 27 
young combat engineers were blown up on an antitank 
mine during a training exercise. The commander 
explained to them the principle of fuse operation and 
forgot that in front of him there was 

mine. My friend was killed last year: the 
barracks was wiped off the face of the oF lh 
someone carelessly unloaded ammunition nearby. 


a en tees eae tee trenches since the 


side, they do not hand them over .o the Azerbaijani 
military. Afghans have iron discipline, although they scorn 
conventions such as uniforms, drill training, and so forth. 


they were able to explain where to bring them and to thank 
us at parting. The day before our 25-year old traveling 
a medical corpswoman, told me later that several corpses 
of women snipers—according to rumors, either Lithua- 
nians or French—were found in the city ruins. All the 
women’s throats were cut. “One of them had very beautiful 
hair,” the girl said. After this story the driver of the 
microbus refused to drive us to Goradiz. 

After the series of defeats last year the desertion of 
Azerbaijani soldiers assumed a catastrophic scale. Presi- 
dent Aliyev’s edict promised amnesty to those who ran 
away if they returned to their units before 10 January 
1994, A few days before the expiration of this date crowds 
of deserters and their parents gathered in front of the 
entrance to the Ministry of Defense in Baku, trying to find 
out in the personnel administration where the units were 
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has changed for the better. A draft of the Azerbaijani- 
Russian agreement on military cooperation, which, prob- 
ably, will be signed in the very near future, has caught my 


is the result of the secret mission, on which a group of 
Azerbaijani recruiting officers departed from Baku to 
Russia at the end of December 1993. In the military 
commissariats of Moscow, Ivanovo, Yaroslavl, aa 
Novgorod, and other Russian cities Azerbaijanis obtained 
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access to the service records of reserve servicemen: some of 
them agreed to serve in the Azerbaijani Army. The repub- 
lic’s armed forces are experiencing an acute shortage of air 
defense, artillery, and other specialists. Russian military 
specialists do not (or hardly) take part in combat opera- 
tions. 


Nadzhmedlin Sadykhov, chief of the General Staff of the 
Azerbaijani National Army, is surrounded by Russian 
military specialists. Colonel Aleksandr Vasyak, chief of the 
Operations Directorate of the Ministry of Defense, who 
was invited from Russia, formulates and directs the activ- 
ities of the Azerbaijani Army all over the front. At the 
headquarters of the Agdam brigade, Colonel Vasyak’s 
eloquent expressions before a formation of Azerbaijani 
officers about the lackadaisical attitude of the latter made 
me give up the idea of asking the colonel a few questions. 


Major Gribanov, chief of staff of x-brigade, came to 
Azerbaijan from Murmansk, leaving his wife and three 
children there. He is fighting for his homeland. The 
Russian major considers it to be Azerbaijan, where he has 
lived for moi. than | year. Mikhail Vasilyevich says: “I am 
the same Azerbaijani as all of them. Sometimes I tell my 
children that I am a better Moslem than they are, although 
I am not circumcised. If necessary, I will die here.” 


State De Examines of 
oe Sane Plight of Azerbaijanis 


944K0618B Baku BAKINSKIY RABOCHIY in Russian 
23 Nov 93 p 3 


[Article by Elmira Akhundova: “This Long Harsh 
Winter”] 

[Text] Tbilisi-Marneuli-Dmanisi-Bolnisi-Tbilisi- 
Baku—As the press has already reported, a delegation of 


was met at Tbilisi Airport by V 


akhtang Rcheulishvili, 
deputy chairman of the Georgian parliament, Niko 
Lekishvili, mayor of the city of Tbilisi, and cther officials. 


The itinerary of the Azerbaijani delegation’s trip i 
Georgia was changed at Lala-Shovket Gadzhiyeva’s 
request. The program had originally featured only Mar- 
neulskiy Dis‘ rict, where, to judge by information received, 
the crime situation has deteriorated sharply. But before 
visiting Marneuli, L.-Sh. Gadzhiyeva expressed a desire to 
visit highland >manisskiy District, which is more remote 
from the center and where also Azerbaijanis live under 
compact conditions. 


And so, he ving negotiated more than 100 km along snow- 
covered winding mountain roads and having bypassed the 
district center of Dmanisi, the chain of cars entered the 
Azerbaijani village of Gamarli. Hearing of the arrival of 
the important visitor from Baku, people hurried toward 
the cars from their nearby homes. Lala khanum was tightly 
ringed by local inhabitants. Announcing the purpose of her 
visit, the state secretary asked all the villagers to meet at 
the local clubhouse for a comprehensive discussion. 


FBIS-USR-94-01) 
10 February 1994 


There were more than enough people wishing to have their 
say—a multitude of urgent problems hias accumulated in 
the village and the district. Those in the hall were mainly 
women, children, and the elderly. As we were told later, 
there are hardly any young people left in this village, as in 
the surrounding Azerbaijani villages—there is no work 
here, and for this reason they prefer to make their way to 
Baku or settle on the boundless expanses of the former 
Union—mainly in Siberia, in the Urals, and in the central 
zone of Russia, where there is a need for manpower. 
Azerbaijanis once accounted for 70 percent of the popula- 
tion of the district center of Dmanisi. Now 20-30 homes 
remain here, at the most. The villages of Muganly, Saatly, 
Salamelik, Guseyn-kendi, Sadzha, and Yyrgandzhak are 
completely empty. The bare sockets of windows gape open 
in 70 homes—more than halfl—in Gamarii itself. Whereas 
several years ago Azerbaijanis were leaving Georgia in no 
great hurry—they would sell their homes and carry what 
they had earned over a long life to their new place of 
residence—now they frequently leave without luggage, and 
their departure is reminiscent more of flight. Why? The 
answers are to be found in the bitter confessions of the 
inhabitants of the village of Gamarii.... 


From the speech of Vagif Abdulayev: 


“I was employed for a long time in the district soviet 
executive committee as head of the Labor Department, 
and in the executive committee itself, as in the district 
party committee, more than 70 percent of the employees 
were Azerbaijanis. An ethnic cleansing campaign began 
after 1989. All persons of Azerbaijani nationality were 
dismissed from their jobs at that time—hospital atten- 
dants and cleaners included. Some 122 Azerbaijani drivers 
worked at the district machinery and tractor pool, now not 
one is left! Gangs of cutthroats are active in the district: 
they are rustling livestock, robbing homes, and taking 
people hostage. The Svany, who have moved here from the 
mountain areas, and also the Armenians, who live nearby, 
are distinguished by particular brutality in their attacks on 
the village and attempts on the life of the inhabitants. We 
have nothing with which to defend our families: We have 
had to hand over in exchange for a receipt even our 
hunting rifles...” 


From the account of Gamid Nasibov, inhabitant of the 
village of Gamarli: 


“Georgia is our homeland. The graves of our ancestors are 
here, this is our ancestral home. Until recently we lived 
with the Georgians like brothers—we shared our joys and 
sorrows. But these are different times, and we are being 
ee a oe 
ome...” 


From the account of the 70-year-old Khadzhar Askerova, 
an inhabitant of the village of Garabulag: 


“There are nine children in our family. How are we to feed 
them? The village store has not had a thing for three years 
now. We go 30 km to the district center and stand in line 
all night, and we often cannot even get a loaf of bread. We 
are told: ‘You are Azerbaijanis, go back where you came 
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from. We don't have enough to feed our own.’ Today I was 
in luck (she shows us two small gray hunks of bread— 
rock-hard to the touch and inedible)}—I came by them 
somehow. The assistant asked 600 coupons for them 
(although bread was still 50 coupons a loaf at that time)...” 


The stream of grievances and complaints about the hard 
life, the lack of bread, heating, jobs, and the total social and 
legai 'ack of protection was endless. We also saw those who 
were the casualties of aggravated assaults. An 18-year-old 
girl had been shot through the arm, and the bullet is still 
lodged in her body. Her friend was wounded also. A bullet 
smashed the leg of a kolkhoz tractor driver, and it had to be 
amputated because of the danger of blood infection. All 
three were wounded by one and the same person—the 
deputy director of a neighboring sovkhoz—when they were 
returning home from work in the fields. Unfortunately, the 
criminal, who caused three innocent people to suffer, is 
still at liberty. And a multitude of examples of such 
impunity could be cited, according to the inhabitants of 
the village of Gamarli. 


In the neighboring village of Yagublu we were told an even 
scarier story of how gangsters took hostage a local inhab- 
itant by the name of Bayramov. They demanded a huge 
ransom, and in order to get him to own up where the 
money was kept they bound the victim and ran a red-hot 
iron along his bare back. Finding the torture unendurable, 
the poor fellow died. 


During the meeting with local inhabitants in the village of 
Yagublu the state secretary was approached by the repre- 
sentative of the parliament of Georgia in Dmanisskiy 
District. The crowd politely gave way to let him through. 

“Listen to him. He is a just man and understands us,” 
voices were heard from all over. Aleksandr Skachkov 
spoke log and convincingly: 


“Unless decisive measures are adopted at the level of the 
Georgian leadership, the situation could get out of control 
and become unpredictable. Dmanisskiy District has long 
been a no man’s land abandoned to the whim of fate. Local 
authorities virtually do not exist. Mafia structures and 
gangs are the real master of the district. Serious crimes— 
homicides, rape, and abduction—are committed on the 
territory of Dmanisi daily. Fifteen people have been 
abducted this year alone. And 80-90 percent of the crimes 
committed in the district are directed here against persons 
of Azerbaijani nationality. And this means that the mafia 
is being backed by certain forces which are attempting to 
incite interethnic conflict between Azerbaijanis and Geor- 
gians. God grant the Dmanisskiye Azerbaijanis good 
health: They are law-abiding and very patient. It is thanks 
only to these qualities of theirs that the nationality issue 
nas not been raised once here.”’ 


All the above-mentioned difficulties are prompting the 
people of Dmanisi to a mass exodus from Georgia. The 
mentality of refugees has, unfortunately, taken hold in 
those who are still holding on to their native hearths. 
“Give us refugee status. We have lost this land; no matter 
what, we can’t go on living here! We are prepared to starve 
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and live in tents, just as long as we can get away from 
here,” the state secretary was told in Druanisi. 


Addressing the people, both State Secretary L.-Sh. 
Gadzhiyeva and the deputy speaker of the Georgian par- 
liament emphasized the impermissibility of the inflamma- 
tion of this mood. Vakhtang Rcheulishvili observed that 
on the territory of Dmanisskiy District the law enforce- 
ment authorities had uncovered a 150-man gang and that 
every measure would be adopted very soon to eliminate it. 
“A similar situation has come about throughout the repub- 
lic,” he said. “I have 34 districts in Georgia, and every- 
where I hear one and the same thing: no flour, no bread, no 
fuel. A civil war is being fought in Georgia, Georgians are 
killing one another. I understand your pain and share your 
anger. Be patient a little longer, do not leave!” 


Lala-Shovket Gadzhiyeva told the local Azerbaijanis the 
same thing. She invariably emphasized in her speeches the 
idea that the problem of the orgy of crime in Dmanisskiy, 
Marneulskiy, and Bolnisskiy districts was a criminal, not 
political, problem. It cannot be allowed to grow to thc level 
of an iaterethnic p.vblem. “The criminal has no faith or 
nationality. | would greatly implore you, therefore, to call 
criminals criminals and never transfer the discussion to 
the plane of Azerbaijani-Georgian relations. Remember 
that in the thousand-year history of cohabitation there 
have never been conflicts between Azerbaijanis and Geor- 
gians, even less should there be such today. G.A. Aliyev, 
president of Azerbaijan will not permit this, E.A. Shevard- 
nadze will not permit this. A policy of national discrimi- 
nation might have been pursued earlier, perhaps, under the 
former leadership, but the present leadership of Georgians 
is attuned — against violations of humar rights, 
against violence... 


Leaving Dmanisskiy District, the delegation set off for 
Marneuli, where the state secretary was impatiently 
awaited by thousands of people who had come from all 
around. The head of the Azerbaijani delegation laid a 
wreath at the foot of the monument to Nariman Nari- 
manov, prominent son of our people. A crowded meeting 
was then held in front of the prefecture building. 


Not long before Lala-Shovket Gadzhiyeva's visit to 
Georgia, criminals had taken five Azerbaijanis hostage. 
This caused the Marneuli people's cup of patience to run 
over. A demonstration lasting many days began in the 
town square, and eight young Azerbaijanis announced an 
indefinite hunger strike as a sign of protest. The protest 
demonstration and hunger strike had an effect: The lea‘- 
ership of the republic intervened, and four hostages were 
released. The fate of Dashdamir Dashdamirov, a lease- 
holder of the Marneulskiy District's village of Gadzhiis, 
remained unknown as of that time. 


Approximately 130,000 persons live in Marneulskiy Dis- 
trict, I was told by Kamil Kiradzhzili, member of the city 
council and chairman of the Ozan Society. Azerbaijanis 
constitute about 100,000 here. Until recently many Azer- 
baijanis held senior positions in both the administrative 
and law enforcement authorities, naturally. Then, with the 
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Turkic origin. A familiar pi is it Did not the 
campaign to push j from their grandfathers’ 
hearths in Armenia begin this way? 

There are in the leadership of Georgia today, fortunately, 
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cult, we will restore order and will soon have done with the 
gangster groups in these areas. It just needs for everyone to 
have a little more patience....” 


ment of Georgia. The was attended by E.A. 
Shevardnadze and officials of Azerbaijan and Georgia. 
In Tbilisi, Lala-Shovket and the members of 


Azerbaijan's Banking System in Transition 
944K0627A Baku VYSHKA in Russian 20 Nov 93 p 3 


[Interview with A.N. Akhundov, chairman of the board of 


tics, or Banks in the Tr:.asitional Stage”) 
[Text] Teday many people are dissatisfied with * . activity 


Commercial Bank, A.N. Akhundov. He was born in 1950 
and in 1973 he graduated from the “Finance and Credit” 
department of the Institute of the National Economy, after 
which he was sent to work as a regular credit to 
the republic Stroybank [Construction Bank] . He 
went in sequence through all the steps of the service ladder. 
At the end of last year he was elected chairman of the 
board of the joint-stock commercial i 

which was created on the basis of Promstroybank [Indus- 
trial Construction Bank]. 


[Gamedov] What brought about the transformation of 


organizations, state concerns, joint-stock companies, etc., 
are served by our bank. And they constitute the republic’s 














i Glavbekstroy, Kaspar, the Khazar 
Joint-Stock Company, the Aran Corporation, and others. 


The volume of credit investments is R380 billion, which 
amounts to more than half of the credit investments in 
Azerbaijan. We render to our clients the entire complex of 
banking services—accounting-cash operations, credit, and 
consultation, we accept deposits from the population, etc. 
{Gamedov] According to information available to the 
editorial the republic has no enterprises, organiza- 
tions, or institutions that are not indebted to one another. 
What work is the bank doing to settle mutual debts among 
your clients? 

[Akhundov] Indeed, the labor collectives have borrowed a 
great deal from one another for the delivery of processed 
materials, raw materials, finished products, work per- 
formed, and services rendered. The sum of these debts as 
of 1 October was more than R150 million. 


Throughout this year in the system of Prominvestbank the 

ing of mutual claims was carried out six times. The 
sum of defaulted debts that were paid came to approxi- 
mately R250 million. 


The effectiveness of the offsetting depends on whether or 
not all enterprises, organizations, and institutions, and 
also banks, participate in them. 

To our great dismay, many enterprises and organizations 
did not participate in the offsetting of claims, except in 
October, and neither did all the banks. There were even 
cases where the leaders of a number of branches who were 
accustomed to complaining about everything and who had 
arranged in the government for conducting the offsetting 
remained on the sidelines as soon as the matter became a 
part of their practical work. Moreover, enterprises and 
organizations under their jurisdiction refused to partici- 
pate in them. Enterprises of the production association 
Azenergo, of the state concern Azerkhimiya, the State 
Committee on Fuel and Energy, and others, behaved 
{Gamedov] Did you share in the October offsetting of 

accounts? 


[Akhundov] Yes, I gave it a higher rating because a 
relatively greater effect was achieved. 


According to its results the sum of payments made on 
account reached a half trillion rubles in the republic as a 
whole. For this purpose the banks issued credit in the 
amount of R200 billion, and R300 billion was paid out of 
money paid by debtors to their partners. 

We shall conduct a similar offsetting of mutual claims in 
December. In this connection I am conveying through 
VYSHKA a request to the leaders of branches, enterprises, 
and organizations that during the remaining weeks they 
check all the debts against one another and provide for 
cashing in payment documents. 
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detriment of the interests of the banks, since 
ther profit. The condition of the eoosomy of Azerbaijan 
prompted us to adopt this tactic. We are doing this 


[Akhundov] That is because the unbridled and 
inflation has greatly devalued the working capital of the 


Tagiyev—R91 million, Pacts 
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{council of the labor collective] of the leasing sewing 
Se ee 

one bank into another even within Baku 
saheniauee dame, eheidbenneiea netieatetien,* states the 
deputy general director of the Azstankoprom Production 
Association, M. Ismaylov. 


There is no transfer of money to pay for raw and processed 
materials or batching items, or else this operation takes 
many months—the enterprises are doomed to stand idle. 
Therefore, the conclusion arises of its own accord: during 
the stage of transition to the market the banks are failing to 
perform one of their basic functions for transfer of 
money on instructions from the clients. Is not so? 


[Akhundov] These are serious accusations, and we must 
look into them right now. Let us pose this question: Do the 
enterprises have anything to transfer, for example, to the 
CIS countries? If they do, there are no obstacles to that. In 
order to facilitate the transfer of funds, Prominvestbank is 
working actively to create direct ties with commercial 
banks of the CIS countries. Among the measures that have 


the debit indebtedness was R11 billion. Therefore they 
themselves are left without money. Either it must be 
returned or they must receive raw materials, processed 
materials, and batching items in order to load 


production more completely. 


7 
3 


The second aspect is that our labor collectives must make 
it a point to earn currency of the country with which they 
have economic ties. Then there will be no difficulties with 


transferring money. 


The problem can be approached from a different 
us say that our client has currency from Ukraine 
not have currency from Turkmenistan. Then 


ii 
' 
i 
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Exchange 
cannot operate normally because of the lack of enterprises 


in Azerbaijan for proaucts that are 

[Gamedov] And what about the transfer of money within 
[Akhundov] The mechanism for this was developed long 
ago and very precisely, and it is functioning reliably. We 
introduced a special program for daily of pay- 
ment documentation on the there are 
no grounds for the complaints from enterprises, 


account of another client. Otherwise 
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apparent. Previously 

Moscow in order to exist. We are now it 
we attract funds from our clients, and we 
interest. 

We have sold R200 million worth of shares to individuals. 


For now I cannot say about the amounts of the 


anything 
dividends from them. At the end of the year we will sum up 
the results, call a stockholders meeting, consult, and 
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[Correspondent 
other countries shaping up? 





[Correspondent] In other words, the foundations of further 
mutual relations between Azerbaijan and Britain, between 
the parliaments of the two countries, are being laid today, 


[Akhundov] Yes, and this is in itself a very good beginning. 
It implants hope of the possibility of cooperation and the 


2 
: 
| 


[Correspondent] I would like to hope that this cooperation 
will not be of an nature but will become a system 


episodic 
and a direction of the parliament of Azerbaijan's overseas 
activity. 
[Akhundov] We will aspire to constant interaction with all 
parliaments of the world. Relations based on 
trust, and friendship have stood the test of time 
and given a good account of themselves and serve only the 


Widew on Gamsakhurdia’s Career, Demise 


944K0647A Moscow LITERATURNAYA GAZETA 
in Russian No 4, 26 Jan 94 p 13 


{Interview with former President of 

sakhurdia’s widow Manana and other members, by 
LITERATURNAYA GAZETA special 
Oleg Moroz; place and date not given: “Manana Gamsa- 
khurdia: ‘Let Me Give My Husband a Decent Burial!’”] 


ext] Groznyy-Moscow—I succeeded in to taik to 
Archvadze-Camsak herdia, 


the widow of the former 
president of only on the third try. | had come to 
their home the residence of the ( hechem Ingesh 
Obtom party committee), where General Dedayev's 
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Pedead loft behind? 
{Gamsakhurdia] What note? There was no note. This is all 


{Gamsakhurdia] You see, | would love to believe this more 
than anybody else. I am the closest person to him, and I am 
taking it hard... I do not even know how I will survive this 
all. But I had to believe it because my acquaintance told 
a 


{Moroz} How true is this information? Rumors are still 
3 Fe epee 
me everything, beginning to end. 


Hu 





How did the children take the news of their 
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Gamsakhurdia} Time is not important in communication. 

e was like a friend, an older comrade to them. He found 
time for them... Sometimes he would come and kiss them 
late at night, when they were already asleep. And when he 
was leaving—oh, my, how they parted! How they hugged 
and kissed each other! 


{Moroz} Did they not want to go with him? 


{Gamsakhurdia} Oh, yes, of course... This is precisely the 
point. The older one cries all night: “Why did Zviad not 
take me there? I would die next to him! What do I need this 
life for without a father, without such a man! Zviad was a 
holy man for me.”[end Gamsakhurdia] 


I talked to both boys. In conversation with a stranger, 
Tsotne did not display even a hint of any weakness. He 
answered the questions in a somewhat dry 
manner. Among other things he said that at this point he 
does not plan to engage in political activities. On the other 
hand, again, this does not tell of his true intentions—only 
that he does not intend to reveal them to every stranger. 
He is a first-year student at the University of Chechnya. 
The Department of Philology, Roman and German lan- 
guages—his father’s specialty. It was his father who helped 
him prepare for the entrance exams last summer. The 
younger one, Georgi’. on the contrary, does not hide his 
career plans: “They are wrong to think that my father’s 
death brought everything to an end!”—‘Do you under- 
stand,” | tell him, “what a dangerous road you want to 
take?”—*Yes, I do. I am not afraid to die.”—“Do you not 
have any pity for your mother? Did she not have enough 
when your father died?” He is silent, staring in the air. On 
the outside, a regular teenager in a denim jacket and sports 
woolen cap pulled down over his forehead, edges rolled up 
like a loop. It is always shocking when a child, prematurely 
grown up, says words that few adults would utter. 


[Moroz] Manana, are you not concerned that the boys will 
also get involved in the political struggle now and will be in 


{[Gamsakhurdia] They already are in danger now. Shevard- 
nadze is a kind of a man who will stop at nothing.[end 
Gamsakhurdia} 


famous Soviet dissidents, many times arrested, persecuted, 
and later elected president of Georgia by an absolute 
majority of the vote (87 percent), would end his life by 


village, hounded and surrounded all sides, and hi 
family, alone and disconsolate, would be 

irretrievable loss of a loved one in a strange land? Perhaps 
in a few years everything will turn around in just as 
unexpected and strange way and the sons will not have to 
repeat the crusades of their fathers? 


[Moroz] Manana, how did you meet? To the best of my 
knowledge, you are 10 years younger than your husband. 
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ame pe Yes. What brought us together was the 
of our mothers. My mother developed cancer, and 

for a Swiss medication that at the time was 
Soviet Union. It so happened that Zviad's 
mother, Miranda Gamsakhurdia, also had cancer at the 


{Gamsakhurdia] It was a traditional 
was also traditional in the sense that it had 
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[Moroz] Why did you not take the name of Gamsakhurdia? 


[Gamsakhurdia] My surname is Archvadze- 
Gamsakhurdia. You see, in our family there were three 
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sisters—my parents did not have any sons. When I was still 
in 10th grade I promised my father I would keep his name 
as long as I lived. 


[Moroz] Did you discuss political issues with your husband? 


{Gamsakhurdia] No, we did not, but our life was such that 
whether we wanted it or not, everything revolved around 
politics. When a man is persecuted, when they show up at 
your house vith a search warrant, when you are arrested, 
exiled, se. to Lefortovo prison, to a psychiatric ward— 
what else can you talk about? 


the first person to distribute the “GULAG Archipelago” in 
the Soviet Union. When he was arrested in 1977, the first 
charge against him was distributing the “Archipelago.” 
Then later there was publication of the GOLDEN 
FLEECE and VESTNIK GRUZII [GEORGIAN 
HERALD). I, too, participated in their distribution.[end 
Gamsakhurdia] 


A year and a half ago in this house, in an adjacent room, in 
the office of the head of the house, I spent two hours 
talking to Zviad Gamsakhurdia himself. Both then and 
now I kept, and keep, thinking that perhaps it 
been better if that difficult but romantic period 
dent life had lasted as long as possible? Actually, 
whom? After all, the world surrounding us has i 
changed for the better. Or at least it is on the way to 
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in it. The simplicity of existence is a ie 
subetatts, Wimaan adheiin 0 tee fait ca i 
with all we have got. Should it be surprising that few of 
former rebels have been able to adapt to these changes 


[Moroz] You said that all the periods of your life with 
Zviad Gamsakhurdia were happy. Does the period when 
he became first Supreme Soviet chairman and then presi- 
dent not stand apart in some way? 


i 


. ~~ 


when everyone around me was jubilant. | said that begin- 
ning that day our family was ruined. Because Zviad took 
upon himself such a heavy cross to bear. Had we lived in a 
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{Gamsakhurdia] In no way. Never. Because he had chosen 
pone ey gary gs malas Bs He was first 


told me: “Manana, I will go alone for now, and after some 
time—very soon—you will come with the children.” I was 
waiting for that day. Can you imagine? I was waiting: 
Maybe he will send someone today, tomorrow... We talked 
on the phone, and I kept reminding him: “Zviad, what 
about it? Will you keep your word or not?”— “T will, 
Manana. It will be very soon.” This is how he stalled for 
time. He knew everything beforehand and did not want to 
jeopardize his family. 

[Moroz] Do you have any property left in Georgia? 


{Gamsakhurdia] We had a house there. It was the house of 
Gamsakhurdia’s father; we lived there. On 6 January 1992 
loseliani, Kitovani, and their confederates plundered it, 
and then two months later burned it down. So there are 
only charred walls left now... And in the summer they even 
defiled the grave of Zviad’s mother and father. 
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[Moroz] How are you going to live from now on? Or do you 
not think about it right now? 


{Gamsakhurdia] I keep thinking about it. How am I to live 
now? I have no money. Absolutely. I have no home. My 
children are deprived of their motherland. They have 
nothing. All the clothes we have on, the Chechens bought 
for us. We came here with nothing. I was wearing a 
housecoat...[end Gamsakhurdia] 


When I was preparing for my trip to Groznyy, I was asked 
to take with me some money collected by Georgian busi- 
nessmen living in Moscow for the Gamsakhurdia family. 
Many people made pledges. When I left, however, all I had 
in my pocket was my per diem allowance. Businessmen’s 
love is as short-lived as popular love (ihis again refers to 
the 87 percent of vote cast {ur Gamsakhurdia at the 
presidential elections). 

[Moroz] Are you planning to return to Georgia? 


{Gamsakhurdia] As long as ihe junta is there—no. As long 
as Shevardnadze is there, I will not return.{end Gamsa- 
khurdia} 

Fifteen-year-old Georgiy mentioned in his conversation 
with me: “Father is buried in a village... I cannot tell you 
which village it is."—“Is it not the village reported in the 
press?” I inquired, puzzled. “No, a different one.” 


For several weeks now a tug of war has been going on 
between Zviad Gamsakhurdia’s family and the authorities. 
The authorities insist on conducting a full-scale formal 
investigation of the circumstances of the former presi- 
dent’s death, with the forensic expert evaluation required 
in such cases, autopsy, etc. Gamsakhurdia’s widow is 
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On 16 January, Manana Gamsakhurdia sent a telegram to 
Russian president Boris Yeltsin, to both chambers of the 
Russian parliament, the heads of other CIS states, as well 
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ECONOMIC AND SOCIAL AFFAIRS 


Chernomyrdin on Economic Policy for 1994 
944E04284A Moscow EKONOMIKA I ZHIZN in 
Russian No 4, Jan 94 p 1 


[Interview with Prime Minister of the Russian Govern- 
ment V. Chernomyrdin by I. Yakovieva; place and date 
not given: “V. Chernomyrdin: ‘One of the Special Features 
of 1994 Will Be the Government's Realistic Approach to 
Promises. We Carnot Do Everything Now, But the Deci- 
sions We Make Must Be Backed Un By Finances’: The 
Prime Minister of the Russian Government Answers Our 
Readers’ Questions”) 

[Text] 

[Yakovleva] Viktor Stepanovich, a question that concerns 
all economic subjects: Will the reshuffling in the govern- 
ment cause a substantial correction of the course of 
reforms? 
{Chernomyrdin} The of R adopted on 6 
August 1993 and did not 
undergo any corrections when Ye. Gaydar joined the 
government in September last year. Neither are there now, 
nor will there be, any drastic corrections to the govern- 
ment’s course of reforms. 

There will be a certain correction with respect to methods, 
a ee ee 
1 A 

[Yakovieva] Speaking of methods of pulling the economy 
out of the crisis—conibating inflation and preventing a 
catastrophic production decline are two ends of the same 
stick. Is one direction favored over the other? 


[Chernomyrdin] The government has never been divided 
into two groups—supporters of reining in the growth in the 
money supply and those in favor of preventing a deep 
decline by pumping money into the economy, with the 


and hyperdecline. The choice of some or other measures 
depended on a specific economic situation. 

I believe that the main task currently has been accom- 
plished: we have constrained demand-generated inflation, 
when, figuratively speaking, money is chasing goods. Now 
it is important to halt inflation driven by costs, which is 
associated with the lack of real competition in the produc- 
tion of most varieties of goods. This is a slightly different 
task, which transcends the boundaries of purely macroeco- 
nomic regulation of the economy and demaiids different 
approaches capable of bringing about an improvement in 
the situation. For instance, it may be useful to introduce 
the practice of entering into agreements between the gov- 
ernment, trade unions, and entrepreneurs with respect to 
setting output prices and fixing wages at a certain level for 
some period of time. At the same time we do not reject the 
strict financial policy of the past; control over the growth 
of money supply will not be loosened under any circum- 
stances. 


What is your appraisal of the results of last year, keeping in 
mind that many people have not been paid and enterprises 
have not replenished their working capital for months? 


[Chernomyrdin] Financial stabilization efforts stumble 


in the rate of inflation in the fourth quarter of last year, 
ee ee ene ee 
t's 


is expected 
be in the range of 15-18 percent a month, and in the secord 
half—11-12 percent; by the end of the year to 
bring it down to 7-9 percent. Inflation in 
currently follows the inertial-oscillatory pattern. 


a 


[Chernomyrdin] I am a rather tightfisted man; I do not like 
to give away and hand out. The government will not 
engage in issuance of preferential credits right and left. 
With respect to investment, we have a program of selective 
support of production, and we intend to carry it out. As to 
unprofitable enterprises, there is a law on bankruptcy and 
the mechanism for its implementation. Unprofitable 
enterprises must be restructured or, if this is impossible, 
closed. Our efforts in the area of financial and credit policy 
must be reinforced by placing the emphasis on structural 
and investment policy, creating incentives for Russian 
producers. This will allow us to remove the causes that 
force the government to make promises that are hard to 


carry out. 
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[Yakovieva] How can we ensure effective use of state 
money, to make sure that financial infusions will not be 
used for consumption? 


[Chernomyrdin] We now demand that a mechanism be put 
together for using credit, which will go first and foremost 
to the military-industrial and agrarian complexes. Such a 
mechanism is now being set up by the Ministry of Finance 
and the Central Bank together with these sectors. Enter- 
prises have a lot of problems now—wages, working capital. 
But the important part is to ensure that this money goes 
into targeted programs. For the military-industrial com- 
plex this means covering unpaid-for defense orders; for 
agricultural enterprises—preparations for spring sowing, 
buying fertilizer, fuels, and spare parts, and repairing 
equipment. Unless such programs are submitted, enter- 
prises will not get the money. 


Abalkin, et al, New Plan for Economic Reform 
Published 


944E0435A Moscow RABOCHAYA TRIBUNA 
in Russian 4,5,8 Feb 94 


[New plan for economic reform proposed by Academicians 
L. Abalkin, N. Petrakov, and S. Shatalin, in three parts: 
“While the Problems Are Becoming Worse in the Country, 
the Reforms Are Headed in the Wrong Direction”} 


[4 Feb pp 4-5] 
[Text] 


Once Again, The Results of “Shock Therapy” 


After 2 years (1992 and 1993), sufficient time has elapsed 
to review the “shock therapy” and assess its results. 

In giving a positive assessment of the movement that was 
begun toward a market economy, we nevertheless must 
note the continuously increasing “price,” excessive in 
many respects, which society has already paid and which it 
will be forced to pay for the strategy and tactics chosen for 
the transition to the market. 


about 30 percent in the most important macroeconomic 
indicators, and compared with the level before the crisis, it 
came close to 40 percent. At the same time, it is important 
to stress that the production recession is not structural but 
universal in nature, first of all, and secondly, the most 
advanced and high-technology sectors and forms of pro- 
duction have been affected to the greatest extent. 


The “shock therapy” ideologists assess the consequences 
of the production recession very superficially; they con- 
sider it a matter that is temporary and easily redressed. To 
make it more convincing, they refer to historical experi- 
ence, when the country regained its former strength in a 
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relatively short period of time after tremendous destruc- 
ee 
ar 


The following must be mentioned in this regard: 


First. Under current conditions, the loss of production 
volume is the loss of the market, and not just the world 
market (for example, in the aerospace industry, in arms 

sik es Teh, but thn Goaattle wackaa no walk 
Once a place in the market is given up, it is extremely 
difficult to regain it. 


Second. Historical analogies are not persuasive in this case. 


The collapse of the financial system r-d the loss of control 


ion. Over the past 2 years it has been 
the principal borrower of Central Bank funds. The cash 
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emission increased from 1.5 trillion rubles [R] in 1992 to 
R10.1 trillion in 1993, and its proportion in the total 
money supply grew from 24 to 37 percent. And practically 
all of the cash put into circulation over the past year has 
remained in the public’s hands or is providing for the 
nonbanking turnover of resources. 

The increase in inflation induced by the liberalization of 
prices has not ceased over the 2 years. The average 
monthly inflation rate in 1993 was even higher than in the 
preceding year (if the January “surge” in 1992 is 
excluded). The lack of success in the struggle against 
inflation can be attributed to misunderstanding of its 
nature in the Russian economy (underestimation of its 
highly monopolized structure, disregard for the cost infla- 
tion factor, and so forth), and accordingly by the choice of 
inadequate and purely monetary means to hold it in check 
by demand limitations. 


The progress and results of privatization are far from 
ambiguous. The breakdown of total state control of the 
economy and the emergence of a growing number of quite 
energetic real property owners should be included among 
its pluses, first of all. The negative consequences, in many 
respects, stem from insufficient consideration of privati- 
zation itself and the haste to implement it. Administrative 
pressure and the monotony of forms of privatization were 
maintained (orientation exclusively toward the establish- 
ment of open joint-stock companies), and a reliable legal 
basis was not established. The ideologists of privatization 
proclaimed that the issuance of vouchers did not provide 
for its national nature, and that the real depreciation of the 
vouchers’ value and their concentration in a small number 
of investment funds was fraught not only with further 
stratification of society, but an increase in social tension. 


The concept of state refusal to regulate economic and social 
processes has turned into a general loss of controllability. 
World experience in state regulation, especially in coun- 
tries with a socially oriented market economy, has been 
disregarded. The special role of the state inherent in 
transitional stages of social development has not been 
taken into account. 


The results of carrying out a monetarist policy and the 
state’s withdrawal from regulation of economic and social 
processes as an integral part of it have demonstrated the 
theoretical and practical unsoundness of the course 
chosen. 


The exhaustion of social resources to continue the “shock 
therapy” is an alarming result of implementing this policy 
for 2 years. The decrease in public incomes by more than 
one-half and the sharp increase in thei: differentiation 
have exacerbated the social situation in the country. At 
present, the incomes of the 10 percent of the citizens who 
are most well-off are '0 times higher than the incomes of 
those who are the least well-off; one-third of the public 
have incomes below the official subsistence minimum, and 
10 percent of the population, or about 15 million persons, 
are beyond the threshold of physical survival. This is a 
a a ee on 
icts. 
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very high rate (immunity to mass diseases is and 
prostitution, venereal diseases, and births of children with 
deficiencies are on the increase). 


would appear. Crime is on the increase and becoming 
brazen and mafia groups are i The bribery, 
extortion, and embezzlement which are becoming wide- 
spread are not being met by an outcry and moral condem- 


Everything which has been stated enables us to maintain 


that the social price paid by society for the “shock therapy” 
has exceeded the maximum permissible limits. 


The scope of economic and social calamities which Russia 


if it crosses the threshold, it risks losing the chance to 
restore itself as a great power forever. 


This is the result of 2 years of the “shock therapy” policy. 


—no objective, including a new version of the “bright 
future,” can justify the social sacrifices which the Russian 
people have made and to which they are unavoidably 
doomed if the chosen course is continued. The different 
approach is immoral and inhumane; 


—the society which really exists in Russia today is very 


property stratification, corruption, organized crime, and 
class depp From a socioeconomic viewpoint, this 
is not a step ahead, but the country’s throwback to 2 
centuries ago, to an era of primitive “uncivilized” capi- 
talism; and 


—any programs to bring Russia and its social and economic 
system up to date can count on success only if they take into 
account, together with world trends, its originality, the 
distinctive nature of its history and culture, the spiritual 
legacy of its people, and an appropriate system of values. 
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Russia does not need to return to world civilization—it has 


always been part of it and is still part of it as a unique type 
of civilized system. 


Analysis of the course of reform and the results of Russia’s 
socioeconomic development over the past 2 years makes it 
possible to draw a number of conclusions. 


First. The deep crisis and the social problems are not the 
result of the unresolved problems, individual miscalcula- 
tions, or the opposition of conservative forces (although all 
this had a place), but the unavoidable 


The attempt to solve all the problems “in one leap,” by a 
“cavalry charge” was dictated not by sober scientific 
calculation, but by impatience and political ambitions. 
Despite the assertions of its initiators, this policy has been 
and continues to be highly idealized and it is being 
implemented by neobolshevist methods. 

Second. After seeing the collapse of their chosen course of 
economic policy from the first steps of its implementation, 
the initiators of “shock therapy” did not learn any lessons, 
but continued to stubbornly insist on its continuation. 
This only aggravated the situation even more and brought 
new hardships for the people. 


However, even after this no serious adjustments have been 
made in economic policy. 


pions of the “shock therapy” policy has become obvious by 


attachments in the policy itself. 


10 February 1994 
However, there was a qualitative turning point in the 
people’s frame of mind at the end of 1993. In the 
December elections, the people spoke out decisively 
against the experiments associated with “shock therapy.” 
Only about 8 percent of the voters supported the “Russia's 
Choice” bloc, whose leaders are the ideologists and cham- 
pions of this policy. Continuing this policy even further 
means acting against the clearly expressed will of the 
The Economics Department of the Russian Academy of 
Sciences and the International “Reforma” Fund believe that 
in the name of restoring Russia as a great power it is 
essential to critically and honestly assess the resalts of the 
past 2 years and to work out a mew strategy of social and 
ecowomk reforms. 
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Certain basic principles in developing such a strategy: 
ing the social indicators of the 
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Third. Shifting to new principles for financial stabilization 
of the national economy based on elimination of dispro- 
portions between the material-substantive and financial- 
cost aspects of reproduction. 


Fourth. Setting the objective of forming a single all- 
Russian market as a basis of the reform when the specific 
nature of the federative system in Russia is taken into 
account. This means shifting the center of gravity to local 
in i ting economic reform while the center 


Fifth. Reexamining the role of foreign aid in reforming the 
Russian economy, using as a basis the strategy of orienta- 
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the Goskomimushchestvo {State Committee on the 
Administration of State Property]; it should be carried out 
with the participation of all parts of the federal executive 
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authority, subjects of the federation, organs of local self- 
government, and other nonstate structures—pension, 


insurance, and charity funds, cooperative 
religious organizations. 
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The Economics Department of the Russian 
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Three stages in realizing the new strategy for Russian 
economic reform may be singled out in consolidated form: 


preventing 
of the people and the degradation 
of society is set forth as an absolute here. In the 
economic sphere, the principal tasks in this stage are: 


socially important results (housing constrection, solution 


the crisis can be restored, but so that structural reorgani- 
zation of the economy can be carried out and development 
of the subjects and infrastructure of a market economy can 
be completed. 
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the interests of individual groups, without 
yh any budgetary, credit, and investment «a 
separately from the dynamics of incomes). 


Second. The method being proposed for creating prerequi- 


—prices for a limited of raw matcrial resources and 


According to calculations by the Institute of National 
Economic Forecasting of the Russian Academy of Sciences 
made on the basis of appropriate models, the overall rate 


ments, with tougher conditions for their use. Tax 
exemptions are introduced for part of the profit being used 
fixed capital. 


There is no question that the procedure for adjusting prices 
to efficient relationships is extremely complicated. It 
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—creation of an economic environment which stimulates 

domestic production (the creation of such an environment 

may remove the resource limitations themselves to a signif- 

icant extent in a number of cases) with the aid of financial- 

tax mechanisms and a change in the princi- 
administrative and 





should become technical reequipment of civilian machine 
building and increasing its capacities by changing the 
specialization enterprises and bringing the pro- 
duction machinery of the main sectors of the economy up 
to date on this basis. The national nature of the conversion 
should create the prerequisites so that the result of the 
conversion's efforts is not the output of isolated types of 


equipment, but entire systems of machinery. 


lishment of a multichannel 
version the market's institutional infrastructure 
will make this process commercial, and thereby profitable. 


The following problems should be resolved as the result of 
implementing the conversion measures: 


—an increase in the scale and qualitative level of technology 
to produce civilian durable goods based on expansion 
of technological and commodity cooperative activity with 


the defense i (economically independent corpora- 
tions with a of small subsidiary enterprises for the 
final assembly of high-tech products); 


—an increase in the production and expansion of the 


the ecology, and development of the social infrastructure; 
—use of the defense complex’s potential to overcome the 
structural and technological crisis in civilian machine 
building; and 

—improvement in the quality of the specialized output of 
the military industrial complex, reinforcement of its 

base, and a substantial increase in currency receipts 

the sale of military and other specialized equipment abroad. 


It is necessary to return once again to the problem of 
defining the long-range goals of structural policy. 


10 February 1994 
Before the beginning of the currrent reforms, when the 
economy was stable and controllable, the main 
Objectives of policy were as follows: 
—expansion of sector of ihe economy and 
increasing the public's incentives to work and the 
resource consumption of the national economy on this 


—the leveling of the various sectors of the 
economy to tS a ae eS 
quality of the end product; 

—reduction of the investment burden by redistributing 
capital investments in the consumer sector and increasing 
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In analyzing world and domestic experience, the Eco- 
nomics Department of the Russian Academy of Sciences 
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free pricing, reinforcement of state regulation for 
y is . The state 
completely refuse to regulate purchase prices at 


problems of the agroindustrial complex. The 


the rural system of settlement and establishment of the 
farm system. 
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Money and Credit, Financial, and Taxation Policy 
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1993. Enterprises were brought to a halt because of non- 


Money and credit policy. Under current conditions, the 
banking system should perform a threefold task: first, 








In our view, the following system of banks correspond to 
the set to the greatest extent: the Central (Emis- 
sion) and investment and commercial banks. 


During the period of extreme crisis, it is essential to 
the direct methods of state regulation of the 


money supply. They include: 


circulation of money must be prepared and carried out. 


market prices is maintained. In addition, the state should 
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The federal budget’s participation in 
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opment and extreme natural and climatic or i 
conditions, as well as in the event of emergency 


The formation of independent 


It appears that differences in regions’ level of develop- 


Together with the measures cited previously, we have to 
establish a network of state, joint-stock company, and 


cooperative investment banks for this. They are called 
upon to organize all investment and financial turnover and 
the issuance of long-term loans, including on the security 


of property, leased enterprises, and the purchase and sale 
of stock shares. 
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Exports of Russian Energy Resources to the Near Abroad 
and More Distant Countries (Over 11 Months) 
































Total Increase (+) or Decrease (-) 
Exports in Exports Compared With 
Same ported in 1992, in 
Percemi 
Te the Near Te Mere 
Amon ered 
arent hee 
Oil, in millions of 117.1 -38 +243 
metric tons 
Gas, in billions of 155.7 -72.6 +4.3° 
cubic meters 
Coal, in millions of 24.3 -54,7 +7.4 
metric tons 
*Without the transit of Turkmen gas. 
Similar processes are being observed in the export policy of 
other CIS countries, especially Turkmenistan, 


However, the extensive political activity displayed in this 
direction will not have real economic results unless a 


present... Primary attention in drafting it should be 
devoted to solution of the following questions, in our view. 


transitory interests, should be excluded in all stages in 
actual policy. At the same time, and this is important to 
stress, foreign economic policy should have its own con- 
stant social component in all the stages. 

Second. The question of openness and economic security. 


Under the new market conditions, this question is much 
more complicated and covers a much broader scale than 
before. Obviously the objective now is to protect (insure) 
Russia's entire reproductive mechanism from possible unfa- 
vorable influences of world market conditions and to ensure 
that activity in the Russian market by domestic and foreign 
economic entities conforms to overall state interests. 
Third. A key question in foreign economic policy has been 
and continues to be the development of exports and rein- 
forcement of their foundation. 


oath peed shainty Gus teoienan, 
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in a reduced domestic market. In 


Fourth. The import policy needs to be fundamentally 
revised. 


At the strategic level, import policy should be aimed at 
the country with products which provide tech- 

nical economic advantages over domestic products, 
; sucti ict 


In principle, the accomplishment of this task cannot lead 
to any objections or doubts. But it cannot and should not 
be done separately, but on the basis of stabilization of the 





recognizing that the course toward achievement of real 
ruble convertibility is strategic, we believe that in the 
period under review the problem does not mean artificially 
accelerating this process, but putting in order the system of 
domestic ruble convertibility, which is now being speeded 
up, as a stage in the transition to its real convertibility. 


Exchange rate formation and the establishment of efficient 
currency relationships between the state and juridical and 
physical persons is the central problem here. We are 
proceeding from the conviction that there can be no direct 
return to the currency monopoly of the past and artificial 
isolation of the ruble’s exchange rate from the market. 
However, it is absolutely essential to limit the destructive 
effects of stock exchange speculations on the exchange rate 
and to put the mechanism for setting the exchange rate in 
good order. On a practical level, the following alternatives 
for a solution may be considered here. 


The essence of the first alternative is to introduce 100 
percent of the compulsory sale of currency earnings in the 
market. This is an old idea, but it will not produce the 
desired effect under current conditions. 


The essence of the second alternative, which we consider 
preferable in this stage, is to temporarily refuse to recog- 
nize the stock exchange’s rate of exchange for the ruble as 
the official rate. The Central Bank of the Russian Federa- 
tion could determine the official rate of exchange in the 
indicators of the actual price proportions of Russian 
exports and imports and use this as the accounting rate in 
all areas covered by state currency regulation: in calcu- 
lating taxes, customs duties and fees, in determining the 
ruble cost of centralized imports, in evaluating fixed 
capital and foreign investments, and finally, in reflecting 
the foreign currency which banks and enterprises report in 
their accounts and the participation by foreigners in priva- 
tization. Such an official exchange rate could be adjusted 
regularly, depending on the exchange rates of foreign 
currencies being held, to which it would be expedient to 
attach the dynamics of domestic prices for goods and 
services as well. 


Real support for the official exchange rate and expansion 
of stock exchange trade in currency would be a change in 
the current system of currency centralization, namely 
substitution of the compulsory sale of 50 percent of export 
earnings by a currency tax of 15 to 20 percent on it, leaving 
the remaining currency at the exporters’ disposal. 


In perspective, both exchange rates will draw together to 
the extent that an authentic currency market is developed, 
and conditions will thereby appear for the use of a single, 
real market rate of exchange officially quoted by the TsBR 
{Central Bank of Russia] and the shift to a system of 100 


percent currency sales. 


The version being proposed removes or limits all the 
harmful consequences of the “convertibility” analyzed 
above. 


The accumulated debt weighs heavily on Russia 
foreign economic Hh age ope be 
of Russia is that it is a international creditor at the 


economic policy the Federation’s subjects could have the 





FBIS-USR-94-012 
10 February 1994 


Russia’s state interests, is most important and a top priority. 


ie ca ct deine Teak 2 tats oot 
authority in the process. At the same time, a 


through “shock therapy” by relying on the other countries’ 
dependence on Russia. Its establishment can only be a 


zones of various types have failed. There is 
hope that the diferent attachments to the Rosin 
eager In the current 


reliable path is to form a payments 


—the principles and procedure for coordinating the 
exchange rates of national currencies; 


—the procedure for equalizing the balancing of accounts 
between the countries’ banks; and 


convertibility of national currencies and the 
use of one of them (the ruble) as a collective payment and 
reserve capital. 


A matter of no less importance is the presence of a stage 
preceding a complete payments union, namely a clearing 
union, whose operations should be entrusted to the Inter- 
state Bank of the CIS which has been established. 


The Restoration of Controllability of the Economy 

The almost complete loss of the economy’s controllability 
has become an extraordinarily dangerous aspect of the 
current situation. The country has entered a deepening 
management crisis—there is practically no state structure 
remaining which has not lost its authority and been 
deprived of real levers of influence on the processes taking 
place in the economy. 


It is a paradoxical fact that loss of the economy’s control- 
lability is taking place against the background of a sharp 
increase in the size of the management apparatus and an 
increase in bureaucracy in the process of preparing and 
making decisions. Corruption in government structures is 
intensifying rapidly. It is impossible not to see that paral- 
ysis of the management system is a result of the effect of 
both objective and subjective factors. 


First of all, the primarily monetarist approach to the 
reforms gives rise to the illusion that everything is formed 
by itself to the extent that the economy is liberalized. An 
arrangement is being put into practice whereby self- 
regulation of the economy, which is being achieved on the 
basis of accelerated and widespread privatization, is to 
take the state out of management. 


Secondly, obvious oversimplification of the tasks of man- 
aging Russia’s most complicated production and scientific 
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responsibilities 
ation and its subjects has not been worked out. 


Continuation of such a system makes the development of 
he aac mp) agin Na oo he 





—direct control of state enterprises not subject to privatization; 


—development of the procedure for reorganizing and respe- 
cializing the enterprises being privatized and state supervi- 
sion of this process; definition of the procedure for assigning 
managers and implementation of personnel policy; 


holding companies, and financial and industrial groupe: 


—organization of the entire process of reforming state 
enterprises, including assisting enterprises to adapt to the 
market environment. 


At the same time, the management and disposal of feder- 
ally-owned facilities should be retained by the Russian 
Federation Government, which can delegate a number of 
powers to ministries and departments, as well as to the 
organs of executive authority of Federation subjects. 


We cannot continue to resign ourselves to the fact that 
ministries and departments have essentially been taken 
out of the processes of reshaping enterprises, their priva- 
tization, formation of the vitally important market infra- 
structure, and influence on the consumer market. The role 
of the state should be to assist in the development of 
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financial, legal, engineering, and consulting services, dis- and tactics of socioeconomic reforms in Russia. We have 
semination of information science, training personnel, and —_ proposed a conceptual view of them. 
other aspects of infrastructure activity. 1 Feb p 3 

: P 
It is exceptionally important to provide for a link between 
enterprises’ privatization programs and the goals for struc- [Text] The economic reforms being conducted, as well as the 
tural reorganization of the economy and financial stabili- 44! steps by the government in this direction, attest to the 
zation, taking into account the specific nature of the sence of a concept of social orientation in the 
sectors and by providing state benefits to the privatized reform. It is carried out not only without the use of the 


enterprises in conformity with a selective structural policy. 
Finally, it is time to realize that privatization cannot be an 
end in itself or dominate over other directions of reform. 


Widespread shareholding of enterprises taken separately 
and the abolition of large associations—concerns, eco- 
nomic associations, and consortiums—because of this 
raises the urgent question of the orgnaizational and legal 
forms of maintaining production and scientific and technical 
potential with the technical, economic, and other ties that 
have been established. 


The imaginary struggle against monopolism is now being 
expressed in the forced fragmentation and elimination of 
major production and economic complexes, without 
which, as world experience shows, it is impossible to 
implement modern investment programs and make funda- 
mental changes in scientific and technical development. 


In particular, we see the solution now in the formation of 
financial-industrial groups, economic associations, and 
consortiums with the initiative and leading role of the 
state. A special role should be played by holding compa- 
nies whose assets include controlling blocks of stock in 
other enterprises. 


A key role in increasing the level of controllability is played 
by coordination and in the distribution of powers 
between the Federation and its subjects. It is fundamentally 
important to actually transfer the powers set forth in the 
Russian Federation Constitution to the regions. 


From top to bottom through the entire hierarchy, it is 
important to reinforce units of the executive authority in 
areas such as employment, migration, antimonopoly 
policy, tax collection, and management of state property. 
In the interests of increasing the level of controllability and 
expeditious solution of current socioeconomic problems, it 
is expedient for the regions to have representations 
attached to the government. 


So the analysis of the current economic situation in Russia 
conducted by the Department of Economics of the Russian 
Academy of Sciences and the International “Reforma” 
Fund shows that the market reforms did not produce the 
changes desired over the 2-year period. This was not the 
result of individual errors and miscalculations, but a 
course which was chosen erroneously from the beginning 
to create a liberal market economy by “shock” and mon- 
etarist methods. The economy is in a critical state. The 
social base of the reform being conducted has been sharply 
reduced. Continuation of the course chosen will lead the 
country to a dead end. For this reason, we reiterate that 
this is not a matter of adjusting the course that has been 
chosen, but of working out new approaches to the strategy 
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sharply boas caypes in 
in 1990, 69.0 in 1991, 67.9 in 1992, or 66.0 
1993. Judging by this indicator, the society 
have been set back 15 to 20 years, that is, to the 

of the 1970's, and the principal factor in this process 
been the steadily rising mortality rate of the people in 
age groups. 
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situation, has led to a decline in the birth rate that 
unprecedentedly low for Russia and a sharp decrease i 
total number of births. The effect of depopulation 
increased (since the end of 1991), expressed in the natural 
decrease in the country’s population which is not covered 
by the increase in mi . While in 1991 Russia had a 
population of 148.5 million, there were 148.3 million 
permanent residents as of the end of 1992 and 147.9 
million in 1993. The natural loss was 219,000 persons in 
1992, but 806,000 in 1993, that is, over three times as 
many. 


Eg 


Russia’s population, 1.653 million persons died in 1990, 
1.69 million in 1991, 1.807 million in 1992, and 2.16 
million died in 1993. The proportion of the total number 
of deaths from “unnatural” causes after 1990 rose from 12 


to 15 percent. 


causes led to the death of every third person of able-bodied 
age. The scale of the rate from these causes is an 
indisputable indicator of the society's ill social health. 


One of the important reasons for the negative changes in 
the dynamics of the mortality rate is the unfavorable 
ecological situation. In 1993, the content of pollutants in 
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the atmosphere in 20 Russian cities was 10 times or more 
above the norm. Extremely high pollution of reservoirs 
(exceeding the maximum permissible norms by 100 or 
more times) has been observed in Sverdlovsk, Perm, 
Chelyabinsk, Murmansk, Orenburg, Kemerovo, and 
Kaliningrad oblasts. According to available estimates, 15 
to 20 percent of the premature mortality is the result of 
chronic illnesses caused by environmental pollution now. 


The centripetal migration flows into Russia from former 
republics of the USSR have intensified sharply. The most 
critical socio-demographic proble.n is the problem of refe- 
gees and those who have been forced to resettle, looking for 
asylum in Russia because ethnic conflicts have intensified 
in places where they used to live. Over the past 4 years, the 
number of Russian-speaking refugees has reached 2.4 
million, and 2 million persons have been forced to resettle 
in Russia. 

As of | September 1993, 352,600 refugees and persons 
forced to resetile were registered in Russia, which is 6.1 
times as many as in September 1992. This means an 
increase in the rate of resettlement, and the overall poten- 
tial for migration in the next 2 to 3 years (until 1995) is 
estimated at 4 million to 5 million persons. The significant 
scale of unregulated migrant flows is making it difficult to 
provide the population with food, housing, and services, 
and exacerbating the unemployment problem. 

The process of increasing unemployment is continuing in 
the country. Official figures in Russia as a whole have not 
exceeded | percent of the active population, although it is 
7 to 11 percent in individual regions. Hidden unemploy- 
ment, in the form of part-time employment and compul- 
sory unpaid leaves, is typical. In the first 6 months of 1993, 
over 4 million persons, including 3 million on compulsory 
leaves without pay, were working part-time. It is estimated 
that 7,000 to 9,000 persons, or 8 to 11 percent of the 
able-bodied population, are in the hidden employment 
category. The growth of unemployment is continuing in a 
stagnant form. The proportion of persons forced to be 
unemployed for more than 4 months was 8 percent at the 
end of 1992, but 52 percent of the total number of 
unemployed at the end of 1993. 


The labor safety situation is getting worse. About 30 
persons are killed and more than 50 are crippled in 
production every day. There are about 400,000 accidents 
each year at enterprises. The level of industrial injuries is 
two to four times higher than the corresponding indicators 
in the developed countries of Europe. 


The increase in inflation and poor wage protection have 
led to the point that the wage per employee in late 1993 
(October) was only one-third of what it was in December 
1991 (in comparable prices). A similar picture is typical for 
the dynamics of the public’s per capita monetary incomes. 


The situation with respect to a minimum pension is even 
worse. In October 1993, it was only one-fourth of the 
minimum in December 1991. The trends in the dynamics 
of basic allowances for children are similar. Their correla- 
tion with average per capita income in mid-1993 dropped 
by more than one-third (3.3 to 3.7). 
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Voce sanmied Se cnmasmanes. 0° Sat seni 
most middle-income families is at the level typical for the 

late 1960's and early 1970's. According to estimates, the 
level of meat and meat product consumption was 77 
percent of the 1975 level, the level of milk and dairy 


While most of the population seems to have been thrown 
back 20 years as far as current is concerned, 


times in 1991, 7.2 times in June 1992, 9.0 in June 1993, 
and 10.4 times in December 1993. 


minimum) is 7 to 10 percent. 
We cannot help but note a number of factors related to the 


This primarily concerns the dynamics of real wages and 
real incomes. The Center for Market Conditions attached 
to the Russian Federation Government maintains that the 
population's real incomes are increasing. In this case, a 
number of methods are used, one of which is to neglect all 
the preceding periods and compare all the subsequent 
periods with January 1992, which was the month when 
wages dropped by one-third and per capita income was 
one-fourth of the previous level. 


Another method, with which they attempt to show the 
increase in people’s incomes in comparison with 1991, is 
based on use of the speculative and constantly changing 
exchange rate of the dollar. 


The process of society’s stratification is characterized by 
extremely unfavorable manifestations: 
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There has been and continues to be one solution—a 
socially oriented economy, that is, market relationships 
with definite limiters of a social nature. The basic princi- 
ples of such limitations during the course of the reform 
may be formulated as generalized postulates. 


First. The basic principle in developing a system of distrib- 
utive relationships is reliable state regulation of the subsis- 
tence minimum, both from the standpoint of the method- 
ology of its definition and the position of monitoring its 
changes under the influence of inflation. 

Second. The state seeks to create the conditions to provide 
real opportunities for all able-bodied citizens to realize their 


Movement of the minimum wage and social payments in 
stages closer to the subsistence minimum should be com- 
pleted no later than the first half of 1995. 
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Reinforcement of the system of social benefits for all groups 
and sectors of the population which are not in a position to 
provide for themselves for objective reasons: the unem- 
ployed (specific periods of time), ill persons, the disabled, 
—" large families with small children, and 


An urgent measure that has to be implemented no later 
than the first half of 1994 is to establish a system of food 
assistance for those categories of people who are especially 
ay my and to expand the network of free dining rooms 
or . 


Reorganization of the public health system by stages 

air names te inden on one of its 
service. Free medical attention at the level set by the state 
should be provided for all groups and sections of the 
public. Development of paid forms of health care should 
take place together with the free state assistance, but not in 
place of it and not on its basis. 


Along with the measures to take effect over the long term, 
emergency solution of the most critical problems in the 
areas of sanitary and epidemiological insection, primary 
medical and emergency aid, and guaranteed provision of 
basic medicines for the public are needed in 1994. It is 
advisable to set up a special state fund to purchase the 
most essential medicines and medical equipment and to 
maintain the required level of sanitary engineering support 
for cities. 

Social policy ,nould provide for the basic types of education 
free of charge: general, :econdary, and higher education, by 
financing from the state budget. Development of the 
different forms of paid education at all levels should take 


place together with this with the apporopriate supervision 
of the state and without detriment to the free aah. 


In order to increase the effectiveness and quality of free 
general education, a system of local public-state trustee 
councils has to be established to provide the supervision 
and patronage needed. 


The unemployment problem requires special attention. We 
have to strengthen measures to provide full protection for 
those who are partly unemployed. The government should 
establish and be guided by an acceptable level of unem- 
ployment. This indicator should serve as a strict social 
limitation. We have to form a system to provide an 
acceptable level of employment in regions where unem- 


ployment is especially high and stagnant. 


The main orientation of state actions in the field of 
employment should be preventive and warning in nature 
to stave off mass unemployment, as well as to expand 
opportunities for the employment of socially vulnerable 
strata of the population under the conditions of intensified 
competition in the labor market. 
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Commentary on Abalkin, et al, Economic Reform 
Program 


94P50097A Moscow RABOCHAYA TRIBUNA 
in Russian 8 Feb 94 p 1 


[Unattributed Article: ‘‘While the Problems Are 
Becoming Worse in the Country the Reforms Are 
Headed in the Wrong Direction") 


[Text] We are completing publication of the program for 


This work, which is still not being published, has given rise 
to such a storm of enmity that the last names of L. Abalkin, 
N. Petrakov and S. Shatalin are beginning to frighten the 
average citizen and they are being labelled in the spirit of 
the old agitprop practice. 


ee ee, Oe ES Gees Ce 
people,” Stanislav Shatalin lamented bitterly. 


If one reads the commentaries and listens to the television 
oracles, one gets the impression that a regular campaign 
like the Burbulis “RF-politics” is beginning: find the 
enemy, stigmatize him and destroy him. The aim of this 
outbreak of “political cholera” is to distract society from 
this serious, thoughtful and . ~mpetent analysis of the 
reasons for the failure of the poiicies of “shock therapy” 
which we ca!l monetarism, and ‘o split the government and 
the regions into “ours” and “not ours,” and the whole 
country into two camps who do not trust one another. To 
defame these competent, sober and democraticly-minded 
academicians and through them the Chernomyrdin- 
Soskovets government while it is trying to correct the 
course which failed. 


In a word, they are ostracizing these three well-know 
academicians and aiming at those sober reformers in the 
government who reject the shock therapy against the 
people. This is evident to anyone who is acquainted with 
the handwriting of the masters of behind the scene deals. 


That is how they broke up the team and perhaps God will 
judge them as a team. But we have decided to acquaint the 
broad reading public with almost the complete text of this 


International “Reforma” Fund, having published its chap- 
ters in three issues of RT [RABOCHAYA TRIBUNA]. Let 
the readers themselves evaluate the views of the academi- 
cians, their analysis of the reforms, and their suggestions as 
to how to correct the fateful situation, led by monetarism 
to socio-economic absurdity, and in fact to a dead end. 


We have singled out and are publishing with ins’ 
cuts this chapter from the comprehensive program 

Seonende Wensiuination to Reusle: ts Canvat teo- 
tion and New Approaches” (see page 3). We are doing this 
not only because the essence of the publication is organi- 
cally intertwined with RT’s policy of a newspaper of social 
protection, but also because we are talking here about 
material which can be understood by each person. 
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Fedorov “of something like Silayev’s cabinet, where there The authors of this report quite appropriately cite ex- 
was movement neither forward, nor backward.” To the — minister Fedorov's favorite quotation, which he got from 
question concerning the prospects of Mr. Chernomyrdin’s | Grigoriy Sokolnikov, author of the 1922-1924 monetary 
government, “resigner” Fedorov answered with meaning: reform: “Emission is opium for the people.” It is to be 
“The president has the right to change the government.1 supposed that Mr. Sokolnikov’s book, which was pre- 
hope that he will use it.” sented to Viktor Chernomyrdin with marked off places, as 
oct ee eee 
edorov Report on ‘Russian Finances on 
y aa « acne Stntibiaredticen ifr Gamnundia vides 
SHABOAS4A Moscow SEGODNYA in Russian 1 Feb p2 = aa, the srincinal points of this book, he will have to 
[Article by Yelena Kolokoltseva and Aleksandr Bekker: Confront the “red economic managers” almost alone. 
~“Troth About Russian Fiasaces") The entire question is whether the prime minister, 
[Text] The report, “Russian Finances in 1993,” prepared declaring his devotion to the policy of but, at the 


the guidance of former Finance Minister 


essentially represents the first 
of the state of 
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primacy 
circulation. It lies in the fact that “at first it is necessary to 
raise production and to produce inflati 
itself will disappear.” During the last one and a half years 
Mr. Gerashchenko has tried to convince the Russian and 
i ionai public that “Russian inflation is not of a 


944E0413A Moscow SOVETSKAYA ROSSIYA 
in Russian 29 Jan 94 p 2 


[Deputy inquiry by Vasiliy Starodubtsev, as recorded by A. 
Golovenko: “Mr. Fedorov, Where Is the Peasants’ 


“I believe that this is not a slip of the tongue. This is the 
position of the Gaydar team, which had taken the course of 
making domestic industry and agriculture bankrupt. In my 
opinion, Mr. Former Minister never figured out that over 
past decades, thanks to various academicians- 

icians, all vital problems of the state were being 
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policy 
agriculture, protect their producers? The share of subsidies 
in farmers’ total expenditures reaches 50-60 percent; in our 
country, it is 10 times less! Our consumers are charged 
R300 per loaf of bread, while grain is being procured from 
kolkhozes at R60 per kilogram. I want once again to ask 
Mr. Fedorov: Where is the R240 difference? In whose 


pocket does the people’s money go? 


“I will say without exaggeration and with figures in hand 
that our large socialist agriculture before ‘catastroyka’ 
{turning into a catastrophe] used to be one of the most 
efficient in the world, and in some respects superior to that 
of the United States. Is this not why the inept reformers 
began to crush it with such zeal in order to please the 
Western farmer? The upcoming planting is in danger of 
failure: there is no fuel or fertilizer, there is not enough 
seed; equipment is not being repaired—no parts or tools! 
And these gentlemen still are talking about some i 
lobby in the government! They leave it like rats a 
sinking ship so that they will not have to answer to the 
economic collapse they have precipitated, and the impov- 
erishment of urban and rural working people. 


“Peasants do not have foreign currency accounts or dachas 
in California; their home is here, and they will do every- 
thing to survive and to feed the cities. But if, God forbid, 
famine does occur, the blame for it should be squarely 
placed at the feet of Mssrs. Gaydar, Fedorov, and other 
enemies of the Russian countryside.” 


Economic Situation in 1992-1993, Results of 
Reforms 


944E0426A Moscow MOSCOW NEWS in English 
No 3, 24 Jan 94 p7 


[Unattributed article: “Russia’s Unfinished Reforms”) 


[Text] The Centre for Economic and Political Studies (its 
Russian acronym being EPICentre) under the guidance of 
Grigory Yavlinsky has prepared its regular report entitled 
“The Economic Situation in 1992-1993” (the project's 
director is Alexei Mikhailov). 
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As seen by EPICentre's analysts, Russia's reforms have 
passed through three stages: 


Stage I: January-May 1992, “Advance” 

Stage II: June-December 1992, “Retreat” 

Stage III: 1993, “Redeployment and New Advance” 
Changes in the economic policy commenced at the close of 





impossib 
of inflation by the close of 1993. 


From the beginning of the year payments from the budget 
were carried out with delays, which in the 
igh i t to their in 
terms. In the third quarter, as declared by (Minister 
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managed to secure a persisten 


sated the reduction of centralized credits, markedly inten- 
sified in 1993. Moreover, in the structure of the money mass 
in 1992-1993 there was a sharp growth in its most liquid 
part—the funds on the bank accounts of enterprises and 
ready money (which, among other things, bears witness to a 
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from the inflation of costs and amounts to a corollary of the 
government’s formal approach towards reforms. 


pape Sheen Seattle Change & Gemente 


944E0432A Moscow MOSCOW NEWS in English 
No 4, 31 Jan 94 p 3 


[Materials of the “Round Table” prepared by Lyudmila 
Telen: “Assessing Gaydar—Contemplating Chernomyrdin”] 
[Text] Will the policy of reforms change after the resigna- 
tion of Yegor Gaydar and Boris Fedorov? And if it does, 
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“Since May 1992 Gaydar and his government have been 
pursuing a pro-inflationary policy.” 


Selyunin: Let us remember what turn of development has 
taken place in the last months of 1993. The Supreme 
Soviet drafted a budget with a large deficit. In defiance of 
everything, even the law, Minister of Finance Fedo. ov 
refused to fulfil it. The handing out of preferential credits 
was practically discontinued at the same time. Subsidies 
for import (they absorbed up to 12 percent of the GNP), 


were taken to liberalize foreign trade. Though not the best, 
a non-inflationary solution was found even in the situation 


December against 26 percent in August. 


Massarsky: I would not overdramatize Gaydar’s departure 
and key up Shakespearean passions. The government of 
reformers has not coped with the task of macroeconomic 
regulation. As it has turned out, the Russian economy is 
inadequate in its responses to classical ploys. A simple 
example: to the compression of the money mass it reacts 
with a reduction of the volumes of output, not with a 
lowering of prices as is written in manuals. the result was 
the destruction of production—a fact which Gaydar and 
Fedorov, according to their own words, are not inclined to 
dramatize. I, for my part, will permit myself to make the 
following analogy. The Western economy may be likened 
to a tropical forest: you chop down a tree in the morning 
and there are already green sprouts in the same place in the 
evening. But our Russian economy looks more like the 
tundra: nothing will grow for 50 years on a trail left by a 
cross-country vehicle. 


But the point is not even in the economic results as such. 
The reformers have lost because the social basis of reforms 
has shrunk as a result of their actions. A crushing blow has 


reformers have been destroying us. With such taxes—and 
in some cases their sum-total comes to 85 percent today— 
it is impossible to have reproduction not only on a simple 
but even on an enlarged scale. 

Why are the reformers being thanked so much by the 
commercial banks, street traders taxes and the 
comprador bourgeoisie taking raw mate- 
rials out of Russia? Objectively, irrespective of its good 
liberal-democratic intentions, the government of 
the comprador 
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it bluntly that he did that not quite correctly and quite 
often did not fulfil even presidential decrees. But let us 
cherish no illusions, for it is not Fedorov who shaped up 
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Mikhail Zadornov: 


“It is pointless, I believe, to speak about the economic 
reform in the immediate future.” 


the pace of reforms must be slowed down, weak enterprises 
must be kept afloat, and unemployment must be resisted. 
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However, they tend to fi that this entire “softening” 
will bring about a splash of inflation. But what people fear 
most of all is the growth of prices. 


only to a certain extent. Very quickly inflation acquires 
such a scale that money discontinues working in general. 
We have witnessed this situation in Ukraine where infla- 
tion is already comparable with that of war-torn Serbia. 
God forbid that we take the Ukrainian road. I believe that 


already by spring things may reach the point of an all- 
Russia strike. The government will resign. 


Massarsky: On an even larger scale the government will 
begin feeding noncompetitive production units— 


loss-making mi 
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Zadornov: Large centralized credits will be allotted in the 
immediate future, for decisions to this effect have already 
been drafted. A steep spiral of inflation is assured. And it 
is important to note the following: the new government 
will be able to draw on the left-wing parliamentary 
majority. But the situation is even more dramatic. Upon 
the constitution’s implementation, real power will be con- 
centrated in the president’s hands. Will the president find 
the strength and desire to be a more radical reformer than 
the government and the parliamentary majority? This 
question remains unanswered. 


Massarsky: If the president joins hands with the Left on 


De eee: ae tae ee ae 
judging by his followers’ statements, this is possible), the 

priorities of civic society will be consigned to oblivion. 
Pride of place will again be given not to man, but to the 
state. This will have its imprint not only on policy, but on 
the economy, too. I am still an optimist though. I believe 
that we will be saved by polycentrism. After all, there still 


exists the parliamentary democratic opposition. There is 
the of interests in the structure of the executive 


: the government is already turning into a 
definite counterbalance to to presidential structures. And, 
last but not least, there exists the fourth branch as well. 


Academicians on New Economic Program, 
Reforms Urged 

} mae Moscow SEGODNYA in Russian 29 Jan 94 
p 


[Article by Dmitriy Volkov: “Oleg Soskovets Will ‘Abal- 
kinize’ the Economy”’} 


[Text] At the beginning of next week scientists from 10 
scientific institutes will present an analytic report with 
proposals for the correction of the economic course to 
Russia’s president and prime minister. Leonid Abalkin, 
one of the drafters of this report, informed Interfax of this. 


For some time the report has been under the consideration 
of First Deputy Prime Minister Oleg Soskovets, who, 
judging by everything, intends to support it as an alterna- 
tive to the government program approved in the summer 
of last year. It is quite probable that precisely this docu- 
ment will become the basis for the government program, 
which an expanded government meeting may adopt during 
the first 10-day period in February. 

In contrast to the strategic guidelines approved by the big 
Council of Ministers in August 1993, the document 
worked out by Leonid Abalkin, Nikolay Petrakov, and 
other academicians, in fact, provides for a departure from 
the anti-inflationary policy and proposes that state regula- 
tion in the economy be restored in quite a large volume. It 
asserts that the “negative tendencies in large measure are 
rooted in the failures of the policy of financial stabiliza- 
tion.” The authors of this report state that it is impossible 
to wage a fight against inflation by “purely monetaristic 
methods,” while a restriction of the money supply and a 
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reduction of the budget deficit “deprive the national 
economy of the possibility of making efficient structural 
changes.” “Gaydar’s and Fedorov’s course has failed,” 
Leonid Abalkin declared yesterday. 


However, the measures proposed in the report, essentially, 
do not represent anything new. They were realized in 
practice through the pressure of enterprise directors during 
the pre-reform period and, to a somewhat lesser extent, 
under Messrs. Gaydar and Fedorov. The authors of this 
report again, as during the 1980's, put forward the thesis 
about the need “to restore the production volume” 
through the “conversion of the defense industry.” 


As a top-priority measure the report proposes the estab- 
lishment of “price ratios and sectorial profitability levels 
efficient for our conditions.” In practice, this can mean a 
departure from price liberalization and the application of 
methods of administrative regulation in production. 

“In a number of cases financial adaptation—preferential 
taxation and the extension of special credit for consumers 
of products—can help industries, which at present are 
noncompetitive owing to high prices,” the report states. In 
other words, Messrs. academicians propose that credit 
injections, which take place anyway, be expanded in order 
to stabilize the financial position of large Soviet enter- 
prises in the hope that they would consciously make their 
production more efficient, or without this hope, automat- 
ically identifying competitiveness with the absence of 
competitors and preferential conditions of existence. 

As it seems, such an approach exhausts the methods of 
“nonmonetary” effect on the economy and of fighting 
against inflation by “increasing effective demand.” In 
order to expand the latter, the repeatedly expressed idea of 
indexing the population’s savings to compensate for the 
price increase is proposed. This measure was actively 
lobbied in the former Supreme Soviet and was the main 
argument of Vladimir Ispravnikov, who appeared there in 
the role of Yegor Gaydar’s opponent and after the disso- 
lution of the Supreme Soviet switched over to the govern- 
ment apparatus. Its populist nature is all the more obvious, 
because the authors of this report propose that indexed 
funds be “pulled away” from the consumer market, evi- 
dently, by freezing deposits in banks. Thus, it is proposed 
that, in fact, credit emission be carried out, not granting 
additional real capital to the population, but, on the other 
hand, increasing the inflationary tax. 


The authors of this report made an interesting statement 
on its first page: “Economies of different countries are 
different.” Obviously, this banality would not deserve a 
place in the academic development of the strategy of the 
economic course for Russia if not for the subtext, which is 
an antonym of the famous Russian proverb, “What is good 
for the German is death for the Russian.” Undoubtedly, 
the approach to the “correction of reforms” developed by 
Messrs. Abalkin, Petrakov, and so forth, has all the 
chances to be supported by “commodity producers,” 
whose interests, apparently, will be observed by the gov- 
ernment of Viktor Chernomyrdin and Oleg Soskovets. 
Such an approach makes it possible to refrain for some 


Article by Andrei Sizov, director, -Consulting 
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Recession had somewhat slowed down, continued in 
every sphere of the economy. As a rule, Russian statistics 
are correlated on economic indicators not with some basic 


Although between 1990 and 1993 recession in all of 
Russia’s main spheres of production was somewhat less 
than in the other CIS countries, it was rather significant on 
the whole: during this period industrial 


of recession as a result of the ongoing “shrinkage” of the 
initial basis. 


i ich by 
its early discontinuation with the subsequent change of the 
vectors of movement. 








10 February 1994 

Forecasts-94 
The rates of recession will slow down, but the fall of 
production will continue. This is conditioned by the steady 


but even the possibilities are being 

future growth of production in sectors which determine the 
economy’s structure the greatest. 

This structure in itself is becoming increasingly bulky and 
inert to the processes of renewal. From 1991 to 1993 the 
specific share of the fuel and energy sector increased from 


most effective means of improving the economy, has still 
not been put in operation. 


On the other hand, the possibilities of halting the decline 
of investment activities in 1994 will be rigidly restricted 
due to the failure of the budgetary policy in 1993. A hole in 
the budget to the tune of five trillion rubles which “unex- 
appeared in the fourth quarter of 1993 deter- 
mines the further reduction of budgetary investments 
(estimated in permanent prices) until at least the middle of 
1994. However, if the high rates of inflation have been 
kept alive, the uncentralized investments of enterprises 
and private structure will continue to remain at a low level. 
As a result, in annual terms gross investments will 
diminish by another 10% in 1994. 


It is highly probable that in 1994 the list of recession- 
gripped production units will increase in virtue of a decline 
in demand and its reorientation to similar but more 
competitive imported products. This primarily concerns 
the output of cars and color TV sets, the production of 
which somewhat increased in 1993. A similar situation 
already existed with the production of VCRs whose pro- 
duction increased by 40% in 1992 but fell by 38% in 1993. 
As a result, the process of redirecting defense industry 
enterprises to expanding the production of sophisticated 
consumer goods may scale down, whereas conversion as a 
whole in the next few years will not be able to become one 
of the sources for boosting industrial output. 


True, some growth in housing construction (up by 5%) 
makes it possible to hope that the volumes of the produc- 
tion of several building materials (bricks, glass, linoleum, 


produce 

that in a monopolized economy the monetarist , 
itself initiates stagflationist phenomena. Thus, the 
monopoly positions of enterprises easily make it possible 
to translate the increase of the interest rate into a growth of 


the next month inflation will not again jump to a 
i valanche-like 


i exclusi 
mainly on the credit-monetary levers of regulation given 
the weakness of structural-institutional changes may have 


And it is as yet far from obvious which of the evils is the 
greatest for the economy: the high but slowly lowering rates 
of inflation or the rates of inflation which are quickly 
changing in the course of a short period of time. Judging by 
a ee ae ee ee Pa edie 
1993 and in 1994, the latter variant is highly probable in 
the year that has just begun. 
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Russia and CIS: Annual Rates of Reducing the GDP, 
Industrial and Agricultural Production in 1990-1993 (In 
Average Annual Prices of 1993, in %) 



























































Year Musee oeete CIS As a Whele 
GDP 

1991 -18.2 -20.0 -19.0 
1992 -20.6 -21.0 -20.0 

1993 -12.4 -16.0 -13.5 

Industrial Production 

1991 -18.2 -20.0 -19.0 

1992 -20.0 -21.0 -20.5 
1993° -16.3 -18.0 -17.0 

Agricultural Production 

1991 9.4 -12.0 -10.5 

1992 -20.5 -21.0 -20.7 
1993° oe 9.0 4.7 
These data have been calculated by SovEcon analyst Boris Bolotin. 

* Preliminary data ae — 


Increased Taxation for Business, Banks in 1994 
944E0401A Moscow SEGODNYA in Russian 22 Jan 94 
p2 


[Article by Aleksandr Bekker: “Taxes Raised on Enter- 
prises and Banks. Fiscal Policy Does Not Extend to Capital 
Investments” ] 


[Text] 


Edicts. 


By an edict of President Boris Yeltsin new rates for taxing 
legal entities have been set for 1994. The heaviest one now, 
the profit tax (which accounts for almost half of the 

incomes), may amount to a maximum of 35 percent for 
enterprises. And within the framework of the policy pro- 
claimed by the government for division of authority 
between the Center and the territories with increased 
independence for the regions, the profit tax has been 
divided into two independent “channels”: 13 percent is to 
go into the federal budget, and the local authorities 
(depending on whether they want to support production or 
augment the local budget for social purposes) may decide 
to vary their rate within the range of from 0 to 25 percent. 


The commercial banks and insurance companies which, as 
distinct from the enterprises, paid income tax but not 
profit tax last year will now be “like everyone else”: The 
tax has been set for them at the level of 30 percent. 
Naturally the regional authorities will need time to analyze 
the situation and determine the amount of the local profit 
tax. Therefore the edict will introduce a uniform tax rate of 
22 percent for all of Russia until they make their decisions. 


In addition to the 20-percent value-added tax that existed 
last year, a special tax will be introduced in the amount of 


Parliament cut down this proposal, which was backed by 
the unpopular Minister of Finance Boris Fedorov. It seems 
that there will be no opponents of the special tax this year. 


In line with its declaration of the shift of emphasis “from 


deterioration of the situation with respect to tax collection. 


Duma Budget Committee’s Goals Assessed 
944E0403A Moscow KOMMERSANT-DAILY 
in Russian 21 Jan 94 p 3 


ment structure, Aleksandr Pochinok, reported to KOM- 
gt: at ty ga gma 
n 











: 
g 
1 
& 
5 
i 


E 
; 
Z 
E 
é 
iteele 


rfl 
He 
tHe 
il 
Hi! 
Hf 


If the banking sphere does not evoke any special disagree- 
ments among the politicians, such aspects of the commit- 
tee’s activity as currency regulation and management of 
the foreign debt will be objects of constant interest—the 
representative of the Liberal Democratic Party of Russia 
claims the right to be in charge of this particular subcom- 
mittee. The realization of this possibility could create 
additional difficulties for the current government. The 
more so since Russia’s Choice, which was initially its main 
“support” in the Duma, has actually gone over to the 
opposition to Viktor Chernomyrdin’s cabinet. 


Weather Conditions, Impact on Crops Assessed 


January Weather, Winter Crop Conditions 
944K0652A Moscow SELSKAYA ZHIZN in Russian 
1 Feb 94 p 5 


[Article by Tamara Maksimenkova, chief specialist of the 


(Text) This January was warm on the European territory of 
the Russian Federation. The average air temperature over 
most of the territory of Northwestern, Central, Central- 
Chernozem, and North Caucasian regions and also in the 
south of the Volga region was 5-7 degrees above the 
many-year averages, and on the rest of the territory of 


Russia—1-3 degrees. 


The total negative air temperature for November-January, 
which characterizes the severity of the winter, over a large 
part of the European territory of Russia was 80-90 percent 
of the many-year average air temperatures. 
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Beginning in the middle of January the same conditions 
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winter crops. But it is basically under a deep (more than 15 
cm) snow cover and presents no great danger to the planted 
areas. 


Over the majority of territory of the North Caucasus 
region and Lower Volga Area warm weather remained for 
most of the month. The maximum air temperature, espe- 
cially during the first half of the month in the south of 
Rostov Oblast, Krasnodar and Stavropo!l Krays, and the 
south of Kalmykia rose to 8-16 degrees. 


The winter crops began to grow during this period. Shoots 
appeared on the fields with late planting times. 


autumn increased. The reserves of productive moisture on 
the fields with wintering crops increased and mainly 
amounted to 30-40 mm in the plowed layer of soil, and 
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110-160 mm in the 1-meter layer. At the end of the month 
it became cold in these regions and the plants stopped 
growing. A snow cover was formed in places. The temper- 
ature of the soil at the depth of the tillering node dropped 
to slightly negative values. 

In Western Siberia the wintering of winter grain crops 
proceeded favorably. 


days, the minimum temperature of the soil at the depth of 
the tiliesinn node of el ; ieod within the 
range of minus 7 to minus 12 degrees, and in the southwest 
of Altay Kray—minus 15 to minus 17, which was not 
dangerous to the planted areas. 

According to the preliminary forecast of Rosgidromett- 
sentr, in February in the north of Volga-Vyatka and Ural 
regions the air temperature is expected to be one degree 
rotting of winter 


expected that winter crops will freeze on large areas since 
the warm weather in December and January led 


February Conditions Forecast 


944K0652B Moscow SELSKAYA ZHIZN in Russian 
1 Feb 94 p 5 


[Article by Margarita Petrova, Associate of Rosgidromett- 
sentr: “White Snows Are Coming” | 
[Text] 


Forecast for the Month 


Over a large part of the territory of Russia the circulation 
features of February and the climatic descriptions are 
extremely similar to those of January. 





warming 
but there is still severe freezing and snowstorms. 

Wes TAD SRT CTD Hy III 
own 


In the Central and Central-Chernozem regions the 
monthly air temperature is expected to be close to the 


individual strong winds up to 25-30 meters per second. 


In the Volga-Vyatka region and Central Volga 
average monthly temperature wili be 1-2 degrees above 
normal, and in the north of Volga-Vyatka region—about 
normal: minus 7-13. The freezing at night will go 
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second 10-day periods. Snow, blizzards, and 
are most probable at the beginning and end of 
In the North Caucasus and Lower Volga area 
monthly temperature will be 2 degrees above 
to minus 5. At night it will be 3-8 degrees and duri 

day—plus 1-5. At the same time one cannot rule out the 
possibility of more severe freezing—down to 13-18 
degrees. Precipitation in the form of rain and wet snow will 
amount to 15-30 mm and, most likely, it will be during the 
first 10-day period and at the end of the month. There will 
be infrequent strong winds up to 15-20 meters per second. 
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In the Ural region and Western Siberia the average monthly 
temperature in northern regions will be 1-2 degrees below 
normal and amount to minus 20-25, and in the southern 
regions—1-2 degrees above normal: minus 12-17. In the 
northern regions at night it will be 22-27, and during the 
day—12-17, but on certain nights of the first 10-day period 


the mercury will dip at night in the north to minus 38-43, 
and in the south—to minus 28-33; the rest of the time in 
the northern half the freezing will go down to 25-30 at 
night and during the day—1 5-20, and in the southern half 
at night—1 5-20, and during the day 8-13 degrees. It will be 
slightly cloudy, sunny, and there will be a little bit of snow 
only during certain periods. 

In the Far East the average monthly air temperature will be 
close to normal, and only in Magadan Oblast will it be | 
degree lower. In the southern regions at night it will go down 
to 15-20 degrees below zero, during the day—8-13, and in the 
southern regions at night 20-25, and during the day 13-18, but 
at the beginning and about the middle of the month it is 
possible that the temperature will drop by 7-10 degrees. Snow 
and blizzards are most probable at the end of the first 10-day 
period and about the middle of the third 10-day period. 


and for Today 


According to information from Rosgidromettsentr, a cold 
low pressure system began its path in the south through the 
European pari of the country. Following it will be freezing 
weather in the majority of regions. On Wednesday in the 
Northwestern, Central, and Central-Chernozem regions at 
night it will be 18-23 degrees, and in places 30 degrees, and 
during the day—15-20 degrees. But the depth of the snow 
cover here is sufficient to reliably protect the plants from 
the cold weather. 


It will also get colder in the Upper Volga region, and the 
zone of the snowfall will shift to the Lower Volga Area and 
the western part of Kazakhstan. There will be inclement 
weather with precipitation and winds in the Northern 
Caucasus, where an ice crust and fog cannot be ruled out. 


Edict on Compensation to Savings Bank Depositors 
Criticized 

94P500944A Moscow RABOCHAYA TRIBUNA 

in Russian 4 Feb 94 p 1 


[Article by Tatyana Kolysko: “Into a Savings Bank on 
Wings?”) 

[Text] According to the president’s edict, on 1 February 
payment will begin of three times the amount to those 
citizens who deposited their savings before | January 
1992. Should we rejoice? 
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“Several variants for resolving this problem exist. There is 
even similar foreign experience. It’s only necessary to want 
it. A government which will undertake the task of ceim- 
bursing the full volume of savings will guarantee itself a 
minimum of 70 million votes (one for each depositor) in 
any elections. Elena Sannikova, a member of our Society, 
has worked out a program for a noninifationary restoration 
of the money, and in the near future we will send it to the 


government.” 


But while the arguments about the forms and size of 
compensation payments are going on, Sberbank has set 
about fulfilling the president’s edict. Maria Kasatkina, an 
employee of the Sokolniki Sberbank reported: 
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“Despite the fact that the money promised under the edict 
has not been transferred to Sberbank’s account, we are 
beginning to pay compensation from the money we have in 
our own account. First to be compensated will be pen- 
sioners and invalids, who will need to have the corre- 
sponding cerfication, passport, ee 
pensation will be paid to the remaining categories 

citizens starting on | July. pot mpeg hop re ol 
wish, the money can be moved anywhere, transferred to 
another account or paid in cash. However, opening non- 
interest deposit accounts for paying for housing and com- 
munal services, which is mentioned in the president’s edict 
and in Sberbank’s directive sent to its branches, is not 
provided for.” 

The Sberbank workers asked me: “Write about this so that 
people won’t get excited, so that there won’t be any panic 
or agitation.” 

Really, what is there to be excited about? In the Sberbank 
closest to my house, dinnertime was approaching. The bank 
was empty. Perhaps the time I chose was unfortunate—TV 
was showing the film “Simply Maria” at the same time. 


Edict, Statute on Changes to, Review of ‘Citizenship 
Questions’ 


Text of Edict 


944F0275A Moscow ROSSIYSKAYA GAZETA 
in Russian 22 Jan 94 p 4 


[“Edict of the President of the Russian Federation ‘On 
Making Changes and Additions to the Statute on the 
Procedure for Consideration of Questions of Citizenship 
in the Russian Federation”) 

[Text] In connection with the adoption of the Law of the 
Russian Federation “On Making Changes and Additions 
to the Law of the RSFSR ‘On RSFSR Citizenship,” I 
decree: 

1. Changes and additions shall be made to the Statute on 
the Procedure for Consideration of Questions of Citizen- 
ship in the Russian Federation, approved by the Edict of 
the President of the Russian Federation of 10 April 1992 
No. 386 (VEDOMOSTI SYEZDA NARODNYKH DEP- 
UTATOV I VERKHOVNOGO SOVETA ROSSIYSF“’ 
FEDERATSII, 1992, No. 17, p. 952), set forth wi” 
wording (appended). 

2. The present edict shall take effect on the day oi its 
publication. 


[Signed] President of the Russian Federation B. Yeltsin 
the Kremlin, Moscow 

27 December 1993 

No. 2299 


Text of Statute 


944F0275B Moscow ROSSIYSKAYA GAZETA 
in Russian 22 Jan 94 p 4 


[Statute ‘On the Procedure for Consideration of Ques- 
tions of Citizenship in the Russian Federation,” approved 
by Edict of the President of the Russian Federation of 10 
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April 1992 No. 386 (in the wording of the Edict of the 
——— 
0. 


The present Statute shall determine the procedure for 
consideration of questions of the acquisition and termina- 
tion of citizenship in the Russian Federation in keeping 
with the Law of the Russian Federation “On Citizenship in 
oer Federation” (hereinafter referred to as the 


I. General Provisions 

. binietemenaniiia ; ions of citi 
ship shall be submitted by legally competent individuals. 
2. Documentation of the acquisition or termination of 
citizenship in the Russian Federation shall begin in the 
applicant’s place of residence: for individuals residing in 
the territory of the Russian Federation—in internal affairs 
organs of the Russian Federation (hereinafter referred to 
as internal affairs organs); for individuals residing outside 
Russia—in the corresponding diplomatic missions or con- 
sular institutions of the Russian Federation (hereinafter 
referred to as consular institutions). 


3. With respect to individuals who have come to Russia in 


keeping with the procedure established by the Law con- 
cerning their place of residence on the territory of Russia. 
4. In cases where the acquisition or termination of citizen- 
ship in the Russian Federation is documented by way of 
registration (that is, according to the simplified procedure) 
APPLICATIONS shall be submitted. In cases that do not 
come under the registration procedure, PETITIONS shall 
be filled out. 

The application or petition shall be considered accepted 
for consideration on the day the applicant submits all the 
necessary, correctly filled-out documents specified by the 
Law and the present Statute. 

5. Applications for changing citizenship by registration 
and documents appended to them shall be considered on 
ihe territory of the Russian Federation by the Ministries of 
Foreign Affairs of the republics of the Russian Federation, 
administrations (main administrations) of internal affairs 
of the krays, oblasts, cities under federal jurisdiction, 
autonomous oblast, and autonomous okrugs, and outside 
the Russian Federation——by consular institutions. These 
organs shall be authorized to make decisions regarding 
applications. 


In exceptional cases when an individual with the right to 
acquire citizenship in the Russian Federation by registra- 
tion is unable to submit the application for citizenship 
personally in his place of residence, the Commission on 
Questions of Citizenship under the president of the Rus- 
sian Federation (hereinafter referred to as Commission) 
shall have the right to instruct organs in charge of citizen- 
ship matters to document the citizenship of this individual 
in the place where he is temporarily located. 
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6. Petitions of individuals residing on the territory 
Russia and other along with 


terintelligence Service of the Russian Federation and local 
internal affairs organs shall be sent by the Internal Affairs 
Ministries of the republics of the Russian Federation and 
internal affairs administrations (main administrations) of 
the krays, oblasts, cities under federal jurisdiction, auton- 
omous oblast, and autonomous okrugs to the Ministry of 
Internal Affairs of the 


il 
if 


Russian Federation, the Ministry of Internal Affairs of the 
Russian Federation, the Federal Counterintelligence Ser- 
vice of the Russian Federation, consular institutions, and 
the Ministry of Foreign Affairs of the Russian Federation 
must not exceed one month in each of these organs. 

8. When submitting applications and petitions on ques- 
tions of citizenship, except regarding its recognition and 
cases envisioned by Part 2 of Article 20 of the Law, a state 
duty shall be collected, whose amount shall be established 
by legislation of the Russian Federation. 


II. Procedure for F Out Documents Pertaining 
| A sempe B Alte» 3 "4 


Applications and petitions and also documents appended 
to them must be filled out in keeping with Articles 38 and 
39 of the Law. 


The forms of applications and petitions shall be estab- 
lished by the Ministry of Internal Affairs of the Russian 
Federation and the Ministry of Foreign Affairs of the 
Russian Federation. 


Acquisition of citizenship as a result of recognition 


1. For individuals permanently residing on the territory of 
the Russian Federation on the day the Law takes effect and 
who have a passport of a citizen of the USSR, submission 
of applications for documentation of citizenship in the 
Russian Federation shall not be required. 


Until the introduction of the identification card and the 
passport of a citizen of the Russian Federation, documents 
confirming citizenship in the Russian Federation shall be: 
the passport of a citizen of the USSR with an indication of 
citizenship in the Russian Federation or a passport of a 
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citizen of the USSR with an insert attesting to ci 


of the Supreme Soviet of the Russian Federation of 17 


place of residence a copy of the child’s birth certificate and 


of the Law. 


receipt of petitions from the foster parents or guardians. 
Acquisition of citizenship by registration 


4. Individuals to whom the provisions of Article 18 of the 
Law apply, upon acquisition of citizenship in the Russian 
Federation, shall submit to internal affairs organs or 
consular institutions in their place of residence the fol- 
lowing documents, depending on the circumstances in 
each specific case: 

—an application; 

—a copy of the birth certificate; 

—a document or properly documented testimony con- 
firming that the spouse or an immediate relative has 
citizenship in the Russian Federation; 

—a document confirming that the parents had citizenship 
in the Russian Federation in the past. 


If there are minor children, depending on the circum- 
stances envisioned by the Law, the following shall also be 
submitted: 





—a petition addressed to the president of the Russian 
Federation; 

—a document confirming residence on the territory of the 
Russian Federation for the period required by law; 
—in the presence of circumstances granting the 1 ght to 
reduction of the period of residence required by the Law 
right down to the removal of the requirement for per- 
manent residence on the territory of Russia— 
documents confirming the facts indicated in Parts 2 and 

3 of Article 19 of the Law. 


If there are minor children, depending on the circum- 
stances envisioned by the Law, the following shall also be 
submitted: 

—copies of certificates of marriage, the birth of children, 
and deprivation of parental rights; 

—written consent from interested individuals to the 
change of the citizenship of the child, including the 
consent of children from 14 to 18 years of age. 

8. Individuals with the passport of USSR citizen who 

reside permanently outside the former USSR and were not 

citizens of the RSFSR shall acquire citizenship in the 

Russian Federation as a result of acceptance in keeping 

with Article 19 of the Law. 


Acquisition of citizenship as a result of restoration 


9. Individuals to whom the provisions of points “a” and 
“b” of Part 1 of Article 20 of the Law apply shall submit 
the following documents in their place of residence: 
—an application; 


—copies of certificates of birth, adoption, or establishment 
of foster care or guardianship; 


consent of children from 14 to 18 years of age. 


10. Former citizens of the Russian Federation, that is, 
citizens of the former USSR, residing on the territory of 


of birth on the territory of Russia. 
If , information about deprivation of citizenship 
or forfeiture of citizenship i against their will 


the Russian Federation, the Ministry of Internal Affairs of 
the Russian Federation, or the Federal Counterintelligence 
Service of the Russian Federation. 

11. Individuals to whom Parts | and 2 of Article 20 of the 
Law do not apply shall submit to internal affairs organs or 
consular institutions the following documents: 

—a petition addressed to the president of the Russian 
Federation; 

—documents confirming the applicant’s holding of citi- 
zenship in the Russian Federation in the past. 
Withdrawal of citizenship by petition 

12. Citizens of the Russian Federation residing on the 
territory of Russia shall submit to internal affairs organs in 
their place of residence: 

—a petition addressed to the president of the Russian 
Federation; 

—copies of certificates of birth and marriage of the appli- 
cant; 

—a personal declaration of the absence of unfulfilled 
property obligations to individuals or legal entities of 
the Russian Federation. 
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ation, depending on the circumstances envisioned by the 
Law, the following shall be submitted: 


—copies of certificates of birth, the establishment of foster 
care or guardianship, or deprivation of parental rights; 
—written consent from the parties to terminate or retain 
the citizenship of the child if one of the parents or 
guardians remains a citizen of the Russian Federation; 


—written consent to the change of citizenship of children 
from 14 to 18 years of age. 


Withdrawal from citizenship by registration 
13. Citizens of the Russian Federation residing on its 
shall submit to internal affairs organs in their 
place of residence: 
—an application; 
—documents confirming that the applicant's spouse or one 
of his parents or children holds different citizenship, 


—copies of certificates of birth and marriage; 


—a personal declaration of the absence of unfulfilled 
property obligations to individuals or legal entities of 
the Russian Federation. 

Citizens of draft age who have submitted an application 

for withdrawal from citizenship shall also submit a certif- 

icate from the military commissariat to the effect that they 
have not been sent an active duty draft notice. 


14. Citizens of the Russian Federation residing outside the 
Russian Federation shall submit to consular institutions in 
their place of residence: 

—an application; 

—copies of certificates of birth and marriage; 


—a personal declaration of the absence of unfulfilled 
property obligations to individuals or legal entities of 
the Russian Federation. 


If the applicant requests to register at the same time the 
withdrawal of minor children from citizenship in the 
Russian Federation, depending on the circumstances envi- 
sioned by the Law, the following shall be submitted: 


—copies of certificates of birth of the children, the estab- 
lishment of foster care or guardianship, or deprivation 
of parental rights; 

—written consent from the parties to the termination of 
the child’s citizenship if one of the parents or guardians 
remains a citizen of the Russian Federation; 


—written consent of children from 14 to 18 years of age. 


15. Applications for withdrawal from citizenship in the 
Russian Federation of individuals who have gone outside 


Upon the establishment of the fact, confirmed by a court 
decision, of the acquisition by an individual of citizenship 


the acceptance of the given individual to in the 
Russian Federation, to the of Internal of 
the Russian Federation or the of ign Affairs 


Along with the verification and establishment of the citi- 
zenship of the parents, the citizenship of their minor 
children shall also be verified and established. 


2. In keeping with the results of the determination of the 
holding of citizenship, internal affairs organs and consular 
institutions shall hand down substantiated conclusions 


1. The Ministry of Internal Affairs of the Russian Federa- 
tion and the Ministry of Foreign Affairs of the Russian 
Federation upon receipt of edicts on citizenship from the 
president of the Russian Federation shall notify the organs 
that submitted these petitions within a week's time for 
further execution. 


Applicants shall be informed of decisions adopted on 
petitions within two weeks of the day the corresponding 
information was received. 

2. The Ministry of Internal Affairs of the Russian Federa- 
tion and the Ministry of Foreign Affairs of the Russian 
Federation shall submit to the Commission information 
on the execution of edicts of the president of the Russian 
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Federation on citizenship each semester. The lists of 
individuals for whom acquisition or of citi- 
zenship in the Russian Federation has been shall 


1994 Energy Resource Plans Viewed 


944E04044A Moscow EKONOMICHESKAYA GAZETA 
in Russian No 2, Jan 94 p 4 


first quarter of 1993. In the process, the rate of decline in 
the output of oil will come to 8 percent in 1994, compared 
to 11.3 percent in 1993 and 14 percent in 1992. 


Considerable depletion of oil reserves at the already devel- 
oped pools is the main problem of the sector. This is the 
reason for the high rate of decline in the output of oil. By 
now, 48 percent of the initial oil reserves has been with- 
drawn from these pools. 


It is only possible to prevent a drop in the output of oil on 
the condition that new pools with total reserves of about 
6.5 billion tonnes are put into production in an accelerated 
manner. With a view to providing incentives for such 
work, the government exempted enterprises of the oil 
industry from the payment of export and import duties in 
1993, as well as from the compulsory sale of foreign 
exchange proceeds from the delivery of oil for export. The 
above preferences yielded about 1.8 trillion rubles [R] to 
the oil-producing enterprises. Foreign companies were 
used to repair wells. 

As a result of the measures taken, industrial production 
was started at 27 oil pools in the first 10 months of 1993 
alone, compared to 10 pools in 1992. 


In order to build on this trend, a government decision 
envisions leaving up to 60 percent of oil produced by new 
wells at the disposal of the sector so that proceeds from its 
sale will be earmarked for upgrading, new construction 
projects, and the development of new pools. 


The process of forming new market structures (joint-stock 
companies, oil companies, joint ventures with foreign 
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which will cause additional difficulties in selling them. 


With a view to improving the effectiveness of crude oil 
processing, the government has resolved to upgrade 17 out 
of 28 Russian oil refineries. Long-term quotas for the 
export of refinery products have been allocated to these 
enterprises by way of state support measures. In 1993 
oil-refining enterprises were also exempted from the com- 
pulsory sale of 50 percent of foreign exchange proceeds 
and from the payment of export customs duties. 


The gas industry, which has a more reliable raw material 
base, has a realistic opportunity to increase the production 
of fuel and energy resources. In 1994 the output of gas is 
expected to amount to 620 billion cubic meters, 165.2 
billion cubic meters of which in the first quarter. 


However, the failure of consumers to pay for gas con- 
sumed, which has been continuous in recent years, has 
brought about a virtual halt of construction work in the 
sector because of lack of funds. By the end of 1993 the 
amount of arrears in payments for gas reached 2.124 
trillion rubles. 


In conjunction with this, the volume of work on surface 
facilities at Urengoy, Yamburg, and other fields in the 
Nadym-Pur-Tazovskiy region in Tyumen Oblast has been 
reduced, as well as that of the work on developing fields on 
the Yamal Peninsula and the construction of main gas 
pipelines and their lateral pipelines (in the first 10 months 
of 1993, 441 kilometers out of 6,758 kilometers planned by 
the enterprises were commissioned, as were four com- 
pressor stations out of 27). 
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mining 
operations are some of the main problems of the sector. Of 
270 mines, 60 percent have been in service for more than 
20 years and have not been upgraded throughout the entire 
period of operation. 


A decision to establish a fund of financial support for 
coal-producing enterprises through the introduction of a 
special tax has been made in order to financially stabilize 
the operation of the coal industry. The monies of this fund 
will be earmarked for reorganizing unpromising under- 
ground and strip mines, implementing restructuring and 
development of the sector, maintaining social facilities, 
and making payments under the pay-scale agreement. 

A list of unpromising underground and strip mines, with a 
total coal-producing capacity of 11.2 million tonnes a year 
and number of industrial and production personnel 
exceeding 48,000, has been drawn up. At the first stage it 
is planned to close down 11 mines with a total capacity of 
2 million tonnes of coal a year, with the number of 
industrial and production personnel coming to 9,600. 


In conjunction with this, a program for restructuring the 
coal industry will have to be developed in 1994 and its 
implementation will have to begin. The program should 
envision an improvement in the competitiveness of coal 
production and reorganization of unpromising under- 
ground mines and strip mines, including a subprogram for 
ensuring the employment of released miners. 


The generation of electricity in 1994 is projected in the 
amount of 910 billion kw-hours (in the first quarter—167 
billion kw-hours), compared to 945 billion kw-hours in 
1993 (in the first quarter—277 billion kw-hours). A 
strained power supply situation continues in a number of 
regions of Russia. An electricity deficit in North Caucasus 
has been caused mainly by a power capacity shortage in 
conjunction with the suspension of the construction of the 


State Regional Electric Power Station, the Komsomolsk and 
Tomsk Heat and Electric Power Stations, the Kolyma 
Hydroelectric Power Station, and other installations. 


Energy Facilities To Be Privatized, Shares Sold 
RAO ‘Unified Power System of Russia’ 


Own a GES”)] 


Being offered for sale at a check auction, which will take 
place from the 7th of February through the 28th of March 
in the territory of more than 70 regions of Russia, are 14 
percent of the shares of RAO Unified Power System of 
Russia in the amount of 9,518,908,000 rubles [R]. The face 
value of a single share amounts to R500. 


A portion of the shares of RAO Unified Power System of 
Russia, which belongs to the joint-stock company itself 
and is not subject to primary distribution, is being offered 
by the Russian house, C. A. and Co., Ltd. (the 
RAO’s official dealer) for sale in the secondary market at a 
price exceeding the face value by a factor of 5. 


The RAO Unified Power System of Russia was established 
at the end of 1992 “in order to preserve the integrity of the 
Russia power system under the conditions of privatiza- 
tion.” The Russian joint-stock company is made up of 73 
power enterprises which are supposed to transfer to the 
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Unified Power System's charter capital a controlling block 
of their own shares (51 percent). 


During the joint-stock conversion, the labor collective 
received around 22 percent of the shares. Fifty-one percent 
of the shares of the Unified Power System of Russia is 
being reserved as state property for a period of 3 years. 


More than | million people work in the Unified Power 
System of Russia. The joint-stock company's charter cap- 
ital amounts to R70 billion. In 1992, the overall output of 
electric power by the enterprises which make up the system 
amounted to around | trillion kilowatt-hours. 


Boguchanskaya GES 
944E0416B Moscow RABOCHAYA TRIBUNA 
in Russian 28 Jan 94 p 5 


{Interview with Yuriy Viktorovich Sakharnov, president 
of AO Boguchangesstroy, by RABOCHAYA TRIBUNA 
staff correspondent Viadimir Khrustalev, Kodinsk: “To 
Whom the Angara Dividends Will Accrue”; date and place 
not given] 


[Text] The joint-stock conversion of the largest Russian 


{Khrustalev] From the government's decision on joint- 
stock conversion of the Boguchanskaya GES to the issuing 
of certificates is an enormous distance. 


{Sakharnov] The lengthy procedures have in no way vio- 
lated the privatization conditions stipulated by the Rus- 
sian Federation President's edict for the version chosen by 
us. What has occurred has been just the transfer from the 
Krasnoyarsk Kray’s Property Fund to the Russian Joint- 
Stock Company, the Unified Power System of Russia, of 
49 percent of the shares intended for sale at auctions to 
large investors, including foreign ones. This, I believe, is a 
correct and sensible step. 


We have overcome the psychological barrier of the precon- 
ceived opinion: whatever goes outside the boundaries of 
the kray is no longer ours. Indeed, if things are considered 
objectively, the kray authorities are in no position to invest 
in a construction project. But, having transferred the block 
of shares to RAO YeES Rossii [Unified Power System of 
Russia], they have opened the oxygen valve for a project 
which is of paramount importance both for the kray’s 
economy and for the transformations of all of Russia. 


In other , however, the distribution is as before. 
Almost a fourth of all the securities will be sold to small 
investors at check auctions. And 26.6 percent remains in 
the labor collective. 


[Khrustalev] Is this a lot or a little? 


[Sakharnov] Sufficient, if it is kept in mind that the overall 
number of shares is around one and a half million. A third 
of the cited portion, or 8.7 percent, will be received free of 


percent discount on the installment plan. 


Of course, one owner will not be equal to another. But if 
you are interested in average for the joint-stock 
company, here they are: each will receive 38 shares, 
of which, 11 will be preferred. 


[Khrustalev] And how will it be with the vouchers? 


[Sakharnov] They will also figure in. Half of all the shares 
can be acquired using privatization checks. 


{Khrustalev] Tell me honestly, Yuriy Viktorovich, will it 
be possible for the shares owned by a 
aD He AE I ee 
age 


[Sakharnov] Everyone will very quickly become aware of 
the fact that this is no mirage. Judge for yourself: just the 
July revaluation raised the face value of a share from 1,000 
rubles [R] to R27,000. I am confident that the new 
revaluation will increase this figure by a factor of 5 or 6. 
But it is necessary to distinguish clearly between the 
dividends and the actual cost value of a share. 


Of course, the income will depend, first of all, on how 
many shares the worker has and, to a large extent, on what 
kind of dividend there is. Presently, it amounts to 10 
percent of the net profit. If we currently have a net profit 
of R500 million, then the portion for each shareholder is 
determined arithmetically: we divide R50 million by the 
number of securities. Pretty slim, you might say. True, it is 
slim for the time being. However, profit is a quantity 
which fluctuates. When the plant is commissioned and all 
credit debts have been paid off, it will become very 
respectable. 


But the actual worth of a share is already currently 
sufficiently high. In really comparable current prices of the 
charter fund, if a share were sold at auction, it might, even 
today, go for $100. Under conditions, however, when new 
projects are started, the worth of a security also increases. 
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Privatization of Energy Supply Joint-Stock Company 
_— Moscow SEGODNYA in Russian 28 Jan 94 
p 


[Report by Mikhail Lantsman under the rubric “Privati- 
zation”: “A New National Symbol Is Being Born in Russia: 
Its a Enterprise—Russian RAO—Goes on the 


[Text] If the owners of privatization vouchers adequately 
react to the activism of Anatoliy Chubays’ agency, which 
has increased perceptibly since the beginning of the year, 
the phase of privatization of state property in Russia may 
Se ae earlier than its 31 June 1994 


As is known, in January a substantial share of stock in such 
“voucher-intensive” enterprises as Gorkiy (Nizhniy 
Novgorod) and Volzhskiy (Tolyatti) auto works have been 


association—the 

Power Generation and Electrification Joint-Stock Society 
(Russian EES RAO), created on the basis of the former 
All-Union Ministry of Power Generation and Electrifica- 
tion—will go through the purgatory of privatization. From 
7 February through 28 March, a package of 24 million 
shares (20 percent of the charter capital) with the face 
value of R500 each will be sold through an interregional 
voucher auction. 


The Russian Unified Power System today includes 589 
thermal power stations, 102 hydraulic power stations, and 
nine nuclear power stations with the total capacity of 212 
million kwh, as wel! as 2.5 million kilometers of power 
transmission lines. It employs a total of 1.3 million per- 
sons. In terms of scale, only the U.S. power generation 
system can compete with it. Russian EES RAO functions 
as a holding company, whose charter capital—about R70 
billion—consists of the share of property (between 49 and 
100 percent) of 72 regional power generation systems. The 
capital stock is distributed as follows: 51 percent of shares 
remain for three years under state control but in trust, to be 
managed by the company; 30 percent is distributed among 
the federation components in proportion to their volume 
of power consumption. Labor collectives have a right to 
acquire up to 15 percent of preferential and privileged 
stock and between | and 15 percent of common stock. 


The Russian EES RAO leadership sees the main sector 
transformation task as creating a market for electric power: 
competition among its producers while at the same time 
retaining the manageability both at the regional level and 
within the framework of the unified system. According to 
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They will be handled through other unrestricted line items. 


secondary securities market. In the not too distant future 
the Russian EES RAO intends to become as much of a 
national symbol of our country as Ford and AT&T are in 
the United States. 


Energy Sector Strikes Threatened 


Vorkuta Coal Fields 


944E0415A Moscow RABOCHAYA TRIBUNA 
in Russian 29 Jan 94 p 1 


[Viktor Yurlov report: “God Has Been Patient. And Has 
Told the Miner What To Do?: The Miners’ Dialogue With 
the Government Is Expected To Be Difficult, As Always”’] 


[Text] ITAR-TASS report: 


Simultaneously with this report RABOCHAYA TRI- 
BUNA also received a statement of the Russian Indepen- 
dent Coal Industry Workers’ Union—Rosugleprof. As we 
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all know, this union has always aspired to a resolution of 

the complex problems of social protection of the working 
the basis of mutual understanding and cooper- 

ation with the Government of Russia, But the treasury’s 

debt to the sector for realization of the 1993 Sectoral 


treasury’s debt to the coal industry before |! February. 


ment says, the miners will be forced to switch from a policy 
of social partnership to collective action—strikes. 

It is hard to say how the government will behave in this 
situation. On the one hand the debts have to be paid. 
Especially since it was promised that the reforms would be 
turned in the direction of social protection of the populace. 
On the other, it will be necessary to increase money issue 
in the first quarter, which will inevitably signify an 
increase in inflation. Had B. Fedorov stayed on as minister 
of finance, the problem would have been resolved 
unequivocally: no payments. Stabilization of the ruble—at 
any price—was more important for B. Fedorov. The 
present government is no less interested than the ex- 
minister in stabilization, but it knows the costs of reforms 
not from timetables but from real life. And, it would seem, 
has a sympathetic attitude toward our problems. The 
search for an alternative is expected to be difficult. 


Komi Oil Fields 


944E0415B Moscow RABOCHAYA TRIBUNA 
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_—— report: “Pay What Has Been Earned! Third 
"] 

[Text] Moscow—Disturbing news: The oil workers of the 
Republic of Komi are once again threatening to shut off 
the valves. They really do have more than enough reason 
to strike: wages in Usinsk, Ukhta, and the majority of other 
administrations of the Komineft Stock Company have not 
been paid since last November. 


Today the situation is exacerbated in the extreme: the 
Presidium of the Russian Council of the Union of Workers 
of the Oil and Gas Sectors of Industry and Construction 
(Neftegazstroyprofsoyuz) has sent an appeal to all oil- 
producing associations for support for the “ultimatum”’ of 
the oil workers of Usinsk. It is demanded that the Govern- 
ments of the Russian Federation and Komi make good the 
wage arrears before | February and settle accounts in full 
for the oil that has been supplied to the consumers. 
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As Valeriy Bendyuzhik, deputy chairman of the Komi 
Committee, announced, 
going unheeded by the 
authorities, the union will be forced to in accor- 
dance with the law, a decision on the date of commence- 
ment of a strike. 


Metallurgy Industries Seen ‘Facing Bankruptcy’ 
944E0412A Moscow SOVETSKAYA ROSSIYA 
in Russian 29 Jan 94 p I 


[Article by Vladimir Smyk: “The Obstacles of Gaydarism: 
Domestic Metallurgy Is on the Verge of Disaster”) 
[Text] The lament of our mass media with respect to 
Gaydar and Fedorov should convince our compatriots of 
the fact that the management corps which is taking the 
reins of government into its hands will bring the country to 
the catastrophe, from which the radical reform wing was 
allegedly keeping it. The ink had not even managed to dry 
on the edict about the dismissal of Ye. Gaydar and B. 
Fedorov had nct yet left his office when the dollar dutifully 
shot up, promising a jump in inflation and prices: as if to 
say what things will be like without reform’s two knights in 
shining armor. 

Meanwhile, all the talk about stabilization of the ruble and 
a deficit-free budget is nothing more than a diversionary 
maneuver which masks a system of purposeful destruction 
of the economy, which our shock therapists have been 
methodically carrying out. In the fall, at the conciliation 
commission of metallurgists and miners, which was estab- 
lished after coal prices were freed, the leaders of Magnitka 
{[Magnitogorsk Metallurgical Combine] and the 
Novokuznetsk and other combines warned that the enter- 
prises could not endure a sevenfold surge in coal prices and 
that 1993 might turn out to be the last year in the history 
of domestic metallurgy. And so, recently, the leaders of this 
sector, at an expanded collegium of their own committee, 
summed up the results of the past year in the presence of 
Oleg Soskovets and other members of the government. 


The increase in coal prices has led to repeated increases in 
the railroad rates and a sharp increase in electric power 
prices. The nonpayment fine for it is equal to 2 percent per 
day and, inasmuch as, as a rule, an enterprise has no 
money, the payments just for the fines for electricity are 
beginning to climb above world prices. The increase in the 
railroad shipping rates, given the enormous expanses of 
Russia, have led to the fact that the transportation cost has 
begun to exceed the cost of the ore and even of enriched 
iron-ore raw material. The Magnitogorsk combine, for 
example, is paying 10,000 rubles [R] for a metric ton of 
sinter and R12,000 for shipping it. 


Taking into account the shipping, the cost of domestic ore 
has become higher than the world cost. As a result of all the 
expenses, the prices for metal products have also risen to 
the world level and, in a number of instances, exceeded it. 
Exporting is becoming unprofitable. Whereas, back in the 
summer, for Magnitka, the profitability of exporting was 
equal to 25 percent, it has currently declined to 2 percent. 
In the domestic market, the effective demand for metal 
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products has decreased catastrophically and whereas, prior 
to July of last year, the metallurgical 

make ends meet, after prices 
workers found themselves in debt to the miners, the 
railroad workers and the power industry workers. 


“I am bankrupt,” N. Ordzhonikidze, head of the Krasnyy 
Oktyabr plant, declared to the managers who had gathered 
in the hall of the collegium of Roskommetallurgiya [Rus- 
sian Federation Committee on Metallurgy]. “Anyone here 
who is not bankrupt, raise your hand.” 


And not a single hand was raised. Even I. Frantsenyuk, the 
manager of the sector’s most technically advanced enter- 
prise, the Novokuznetsk combine, stated that his enter- 
prise will become unprofitable this year. 

There is one mysterious thing: everyone is talking about 
inflation, emission and the fact that the printing press is 
operating at full power, yet the enterprises have no money. 
They are putting out products, but the consumers are not 
paying them and they themselves, of course, cannot pay for 
the shipments of raw ore material and coking coals. Really, 
is this inflation real or artificial, something specially con- 
trived for the purpose of bringing down Russia’s economy? 
The producer does not have the money he earned—it is 
sitting in the banks. The latter are especially hindering 
monetary settlements, so that “payments” are sitting for 
months; the plants’ funds are being withdrawn from the 
productive sphere and sent into the trade network in the 
form of high-interest short-term credit. The productive 
sphere is being brought to ruin during this time, the 
shadow structures and commercial banks are growing rich 
and this entire ridiculous system of financial destruction of 
industry is called inflation, for which, supposedly, those at 
fault are the plants and kolkhozes established in the “era of 
totalitarianism” and which, so it is said, are needed by no 
one. The rails are falling apart, the railroad cars are worn 
out and high-quality metal for engines cannot be found, yet 
metal products lie unclaimed and the metallurgy workers 
have nothing with which to pay for coal and electricity. 
And so it becomes necessary to turn off the blast furnaces, 
shut off the electric melting units and, the main thing, shut 
down the coke-oven batteries. 


Any manager, no matter what the financial problems, will 
find money for the coal miners—he will persuade his 
colleague, the manager of the mine, to wait and not pay the 
ore-dressing combine, but he will find funds for the coking 
needs because the coke-oven batteries must not be shut 
down: the refractory brickwork would be ruined and 
shutting down the batteries is tantamount to putting them 
out of commission. 


“The most terrible thing is happening now,” I. Frant- 
senyuk acknowledged, “the destruction of the coking 
supply.” 


The Serov metallurgical combine has been shut down. The 
pipe plants and the rolled aluminum plants are operating 
at 20-30 percent of capacity. At the Chelyabinsk combine, 
the electric-furnace steel shop, which produced metal for 
space vehicles, has been shut down. The shutting down of 
enterprises is occurring, first of all, because the state is 
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And, oh, the kinds of taxes which are being devised and 
approved by the department of our “No 2 Marketer,” 
Boris Fedorov! A perfect example is the tax devised last 
year “‘on the exchange rate difference,” which, instead of 
encouraging the producing exporter, is forcing the latter to 
pay for the devaluation of the ruble, as if inflation were not 
ravaging the enterprise, but rather, bringing it a profit. 


It is significant that B. Fedorov’s department has currently 
established, in essence, the same level of taxes as existed 
under the planned socialist system (more than 80 kopecks 
from each ruble of profit), but without the guaranteed 
delivery of raw materials, assured sales market and budget 
financing. No other country in the world has such a level of 
taxation. 


Yet still, one thought stood out like a sore thumb in all the 
statements. The metallurgical plants, the mines and the 
dressing combines are overwhelmingly enterprises which 
form cities. If the Cherepovets combine closes (and its 
manager, Yuriy Lipukhin, during the last Vorkuta strike, 
was already issuing an order about closing the combine), 
what is to be done with the workers and what are the rest 
of the residents of Cherepovets, the economy of which is 
supported by the combine, supposed to do? The same 
situation is faced by Magnitogorsk, Nizhniy Tagil, 
Lipetsk.... Meanwhile, the social situation in the metallur- 
gical regions is heating up. Boris Prokudin, the manager of 
the Chelyabinsk plant, declared that the workers’ patience 
is not without limits and, if the wage payment situation 
does not change, the people of the Urals “will take up 
arms.” 


Thus, at the meeting in the collegium hall, the metallurgy 
workers unrolled before the members of the government a 
panorama of their own difficult problems. They least of all 
complained about the situation and they analyzed it: why 
did a basic industry, on which the country’s industry is 
supported, due to the endeavors of the miacroeconomists, 
find itself threatened with destruction? They thought 
about how to correct the situation. 


Russian First Deputy Prime Minister O. Soskovets said 
that it is necessary to establish a state set of measures for 
the revitalization of investment activities. He requested 
that the metallurgy workers prepare, in a thesis format, the 
most important of their proposals for consideration in the 
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government. Time will show whether or not they find 
support there, but one thing is clear: the renovated cabinet, 
before getting down to actual reforms for Russia’s 
economy, will have to do quite a bit of work on doing away 
with the obstacles left by the money men. 


Russia Considers Limiting Aluminum Production 


944E0430A Moscow KOMMERSANT-DAILY 
in Russian 26 Jan 94 p 2 


[Article by Nikolay Podlipskiy: “Russia Is Ready To Limit 
Aluminum Production”) 

[Text] This week Russia will most probably announce its 
consent to a voluntary 500,000-tonne cut in its aluminum 
production capacities. 

the speeches of members of the 
Operations Problems, the first 1994 meeting of which was 
held yesterday in the Government House, on Krasnopresn- 
enskaya Embankment. 


The State of Russia’s Aluminum Industry: 


e Primary aluminum production in 1993 constituted 
about 2,900 million tonnes 

e Of this amount, 2.3 million tonnes were processed in 
Russia 

¢ By September 1993, primary aluminum production 
had been cut back by only 7 percent 

e The amount of aluminum processed at Russian enter- 
prises was cut to 0.3 million tonnes 


Three questions were introduced at the meeting of the 
commission, which was chaired by Oleg Soskovets, first 
vice-premier. The most important of them, unquestion- 
ably, was the draft of the governmental decree “On Mea- 
sures To Stabilize the Work of the Aluminum Industry.” 
In the words of Serafim Afonin, chairman of the Russian 
Committee on Metallurgy, up to September of last year the 
sector was working quite stably. After that, however, 
because of the increased ruble outlay for electric power (its 
share in the production cost increased from 17 to 34 
percent on the average for the sector) and because of 
rapidly growing transport costs, practically all 11 Russian 
aluminum plants entered the “corridor of loss” (the 
boundaries of which are determined by the prices for the 
metal on the world market, on the one hand, and the 
relation of the ruble and the dollar in Russia, on the other). 


Se eee Incidentally, a day earlier, 
ovets, in an interview with a KOMMERSANT-DAILY 
correspondent, noted: “In this country, it is not the fact of 
carrying out a cartel agreement, but that they cannot come 
to an agreement on it.” 
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